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C hap t e r 1 • 

The problem of the "Trust" is an ancient one 

"And Joseph gathered corn as the sand of the·seu, very muoh 
until he left numbe:t-'ing; for it was without numbcr. rT (Genesis 
41, 49) 

Thus on Pharoah f s behalf, Joseph, though only thirty' 

years of age, shrewdly oornered the grain arop of anoient 

Egypt so ae to gain vast profits by sDlcs in every oountry 

during the sevon thin and ill years of famine whioh waxed. sore 

"over all the face of the earth" and whose ad.vont he had forseen 

and prophe::ied. Josephs flTrust lf however was a good one. to employ 

mod.ern terminology, beoause help Vias given to those in need despite 

the exlEtelloe of the monopoly. 

Thore ie uh." 0 tho etory about 7halcl and the olive pres see 
1 

as related by Aristotle; 

HThere is the anecdQte of Thalee the Mile~ taIl and bis financial 
advice, 'whioh involve:: a prinCiple of univerfZ~al application, 
but is 'attributed. to him on auuount o:t his r~mutation for wiedom. 
He was reproaohed. for hie poverty, whioh wae suppoeed to show 
that philosophy was of no uee. Acoording tn the story, he knew 
by hie skill in the stars while it '.'lUS yet ";lintor that 'there would 
be a great harveBt of olives iri the com:i.ngyenr; EO, huvinIT a little 
eap1 tal~, he gave earnest money for the us e of all the olive pressee 
1n Chion and. },UletuE, whioh he hired. at a low price because no Orle 
bid against him. When the harvest time came, and. many ,nlnted them 
all at once and. of til sudden, he let them out at any rate which he 
pleased, and made a quantity of money_ Thus he showed the '>7orld 
that philos ophers can aas ily be rioh if' they like, b.ut that their 
ambition is of an~thel'" sort.. He is supposed to have given tl 
etr11ting proof' of hi~ wied.om, but his d.evioe for getting money ie 
of universal ap21ioati on, und ie nothing l"lut the creation of a 
HHmopoly. II 

1. AristotlcE Politics, p. 48. 



The early oomuon law of EnGland. f1'" own 13 d. upon all 

. violations of' the froodom of trad.e. Undar the Tudors the orown 

made it a habit to grant putentE of monopoly in oertain trades 

or artioles for the benefit of favoured. C Qtu ... tiel"'S • During 

the reign of Elizabeth the oppresr:ion resulting from this 

practise was eo grievous that Partliament bitterly protested., 
1 

with the reeult that in 1601 many of them were \vil)od. out. Th.e 

c.ourt set forth that monop:>1icc resulted in three evils ...... the 

inoreae e of prioes, deterrioration in the quall t~, of good.s and. 
2 

the reduction of In!oure:cB to ic11eneee and. beggary. Under 

James 1. 3'ral1ts of IDtmol')olieE' oontinued leadinc?:, to the pa.ssage 

of the Anti-Monopoly Act of' 1624. Final1;/, in 1689, Parliament 

abolishocl the l"'i.~:ht of the Crown to grant a Monopoly by royal 

patent. 

Durin0 the pioneer days of the American Republio 

the problem of ;~;i'3antic oor);Jorationc involvilF; the POfl.: ibility 

of monopolistic oontrol wae :not a EeriQUE one e Following tho 

Civil Wa.r t hOvv0ver ~ the picture ohanged. !l~It'mty""five year~ after 

the oloBe of t~nt conflict. America had bcoomeono of tbe otio! 

manufaoturing na.tions of the world.. Ind.ivi OualE ana. puz-tners: ips 

were supplanted by oor}Joratiom:.. These oorpol"utione increased. 

rapidly in size and importance. particmlurly a.uring· the decade 

beginning with 1880. In 1882 John D. Rockenfeller'e Standard Oil 

Trust \79,S created. 

1. Worms or .. Pranlwl1stein Incorporated - 1>. 182. 
2. Ibid. P. 182. 
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Th:is and similar American trusts of-that ora were really trusts, 

in the Benes that the various corporations' shares of stock were 

handed over to trustees,. the shareholders T€HH!liviHg oGrtificates of' 

interest in return for the securities so held by the trustees. 

The highest court o£ Ohio, in the Standard 011 ·oase, and the 

higbcf t court of NeV? York in the Sugar Refineries oaee, decided. 

respectively in 1892 and 1890, deolared that .euen arranB60ents 

were illcS'ill and agaillEt public policy It and c)ight be challe:rlgad 

8fl EUOl-! by the state in a proceoding to oust the oorporation of 
1 

its franchisos. 

At the olose of tho ninetoenth century three quarters 

of the indue trial enterprises. of tho COul1try 1mE' dominated by 
2 

the oorporato form of organization, a..~d the continual ten<lency among 

theee OOI':pol"atione wae tOVlnrd gigantIc combinations ~ It ie only 

necessary to add that this incross inS' ooncentration has developed. 

in snuh manner that it ie aSEerted that to-day that 0110 half of 

the wealth of the Unitod states ie in the hands of lese than one 
3 

and a ha1:f peroent of the people.. Among the immense oorporations 

at or just before the turn of the century were the oil t steel, 

copper and sugar trulJte. The most noted of these being of oourse 

J. P. Morgante U. s. Steel oor:r>oration.. The popular press 

attaoked these. The oontrolling direutors wore l)Ortrayed as stout. 

full-blooded ogrez J clad ill checked suits with dollar eigne 

glistening upon their loud s:pperel. 

1. Wormser'" Frarikcnrtein InaOrl)Orated ... Pe 183. 
2. Ibid.:P. 184. 
~,. Ibid. P. 184. 
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Diamonds glhtened from their broad. expanse of snow white shirts. 

High hate were held in their hand.s. And the poor, downtI'odden 

publio was rel)rOEented a~ a meek, d.ooile little fellow, seeking 

to avoid the all oonquerinG foot of the oonopolietic giants. 

Tho term UTrustn came to mean a corporat1on possessing 

8 monopolistio or nearly monop)lie~io control of the market in a 

oertain oor1f:1od.ity,. Where the laws frowned upon holdine cocrpaniee, 

resort wac had to the devioe of OOYl201idutoG. corporati:ms.. When 

these in turn VIere p:i:'o:.:ecuted. loose seoret arrrulgementl!, often 

probably formulDted at luncheons or dinners y provid.cd a ready 

morule of corporate control. Among the evile whioh charaoterized 

theea combi:natione were rebates on their ehipments, thereby 

putting oompetitors at a. grave disad.vLmtnge, tmfair and unethical 

trade method::=, bold intimidation of oOfJpetltors and corruption 

of politicimu: and. jud.gel':. The philoE'aphy of the corporate 

entrepreneur of the late nineties was terse and ruthless, viz; 

the individua.l, private or oorporate, wae everything; eociety 

theory was in 1tll1 swing. RuthleEc individualism wae the order 

of the any. 

Ever Since the beginning of the Joint ;,;tock companies 

there hae beon n movemont t :J17urc},e the t'l{S't;Togati 0l:1 of Capi t.nl. 

The U .. S .. it' tbo claE~ 10 lEmd. of truets.. HovJ'ever eince the 0110. 

of the 19th century grant b.'ode BSi; OOitltione l.md combinations 

oar:1e into being in tlr0 UniteD. RinITo.om. During the war. inCl.ttstriee,. 

in order to eliminat'e wasta, \7€rro foroed to' join hande and cooperate. 

l 
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But war., or no war., the growth of trade as:;; aeiations and combines 

has oontinued without interruptions., for this is a natural and 

inevitable outcome of the competitive sYf!tem. Trade compotltion 

tends to red-uee profits to a minimum. It leads to re,;klees. -and 

unregulated. ana. unprofitable pl"oduction., ana. involves enormous 

exponditure on methode to Secure trs(le. vast cOl1solidations 

have truren place 1n the iron and steel trndes. Before the 

recent combine in the_ chemioal ind_netry t witb it:: combined 

oapital of over £60,,000.,000 the prod.uotion of chemicals in 

England was a,lmoet wholly in tho hands of two great consolidations. 

In eoa.P? tobaoco, wall"paper., salt. cemont., textiloE', copper, coal, 

glass, fertilizers, shoes. oocoa. margnrine, thread, mutahee, ... ·'hisky, 

011. linoleum. ineu.ri1nee. bunking,_ railwnys. buildinG matorial, 

newspapers, in fact in practica.lly all induEtry the tra.de is 

oontrolled in rcepsot of output and prices by a~~ociatione 
1 

c'HJmbinntions and trusts. 

Great progress has also been made in recent years in 

the ainalgamations of conoerns in the dietributive trades. The 

leading London stores are swallowing up emaller firms in Londou, 

and are extend.in,:; their opera.tions into tbo pr~jVillCee, Th-e 

multiple shops, supplying grocories, boots, olotbinir, tobnaoo, 

drug'S, and othor epeeiHlized. tradee t noVi monopolize the beEt 

shopping streets in all England's towns. The sa.me tendency has 

actively operated in fin~u1ce. 

1. Contemporary Review July '28 - Phillip Snowden, ftAmalgamations 
in Fina:nce and Ind.LUi try" ff 1'. 4. 
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The 01(1 private bf'Ulko have disappeared. the com:~:eru ial bllruli:ing 

business of the oountry il: 1101': c()ntrollad by six great joint 

stook banlrt'. 
1 

To quote Phillip ~3nowdon;-

ltV/a are not cO:ilcerned with the qUQ!;tion whether competition is 
eSEential ae an incentive for capitalism and 'Oo1"]:mon to l)ut 
fozward. their bet:t of., orte, whether competition in ind.natry 
be ffDJd Dr bad i£ be~omln3 Ieee of u practical iSEUO beaause 
it ie being ra.piCn~y and. irrevoaably e1im i.Iluted by the i'D.em 
which 1ndLH!triitl operations are aseut:ling. That there are 
certain ad,vantages in oompetl tion nobody will deny but it is 
cloarly tho vim7s of thoge 'who are t:x.'utltlfying induetry tbat 
the coopetitive Eyetcm involves dieaovantUJoi1 whioh out'deigh 
the bloc Ein:;:s. If 

The proGrcec Of invention .;',11<1 ecience !:lukes NHl US00 

Thecoet of such machineJ:~;/ und the e:;:.pcmee of :cepJ.aeirv,' it when 

worn Qut or whon 1mp.:..-'oved. macllinOE or proco12[€lS CDt:JO into the 

fllnrket, rcquil"o the eoployment ofu largcl" u it of cEq)ital than 

was formerly the caee. Th~ aoquleitioD of the necoe~oty aUoIDlt 

of capitul to talte advantage of tho mo:.:t ecoxwrni0a1 forD12 of 

production and dietribution is in ooet tradoE so la~Gc as to be 

beyond tbe roeaurcos 0.;: H. 1:111010 individual. It was t;:ie fact 

that G[:VG ri~ e to tbe joint st oclr ::,:yeteo. The ma..'1'1 ITi th the 

command of small capital sui:: ere 1'1'0['1 other scri~uE d.isadvu:ntagos. 

He iE unable to buy raw material on the r:lost udvarrta£;ootis tOl"ClS, 

and he cannot af ::n"a to :pay for the eorvice~ of the mast capable 

munUtSer1al help. 

1. contemporary Review July '28. P. 5. 
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He 113 compelled to roduce his overhead chargor: to the lowest 

point. with very o::;, ... tEm a consequent losE' of efficienoy. lIe 

cannot aff qrd tn compete IIi tb 1'i valE oawc1andinB greator reE DurOSS 

for uuvertieing the morl\:oting of g:Jode. 

The community has euf:!:ored froG! tho 4mltipllcity of 

business concerns and competitOl"E engagol) in produ,cillC:;" and 

soIling io.cntienl art icle~ throu,:;b the ag'2,TTCcrutc of Ileac:: t: ary 

workine eX.vonses. POl' instance, very often VIC find in the came 

stroot half a dozen boot sh 01)2 each of vnioh may be Ylo.rking 

on a small margin of net proflt. But to maintain half a ctozen 

crho:ps when one mi -'ht moot tb-e need.s of the distriot involves 

the maintainance of half a dozen establishments with tho expense 

of i"ent~ t ratcE t 8tlloEmen, olerks y find immmerable other costs 

'which -muet be added. to the price' of the boots, be:2ore a net 

profit can be made. Tho earne set of facte apply to rival conoorns 

eng'aged in tho manu.faoture of BUY C om;JocU ty. It does not foIl 0\7, 

the'refol'e, becaur.:c tbe net profi tE of an individual bus iness may 

be aompa:catively reae anuble thut the public are not payln!3! far 

more tlum would. bo nClJOE:.;ur:1 if the innumerable oJ.-:pol1saz involved 

in oompetltion uere cliuinated. 

The obJeot of 8 trust io to cDriccnt~ate production eo 

that the greatest effioienoy can be secured. and all possible 

wa.ste elL,inuted. The eODnomic advantages wbioh are sccured by a 

l3 oundly financed and. well r.mnarrod trust are many. .A E DtIDd tru::t 

has tbe command. of u largo aCDunt of oapital, \7biuh enablel! it to 

take advan.ta.go of evor;:?thing whiuh can contribute to economy in 

I 
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buying raw mntorialE1. in the use of maobinery t and. in the 

organhtatioll of sellin;'} and_ dletributlon. The wealthy trust 

aan afford to spend great sums upon researoh and experiments. 

It can afford to buy the service;; of the best sciontiflu and_ 

'busines:; brains in the market. 

1. 
Tile f!)xmf! of organization aro many 

a) 
Associati ons of men who nre intereeted. in the eaGle line of 

business, without altering the conditi~n€ of com petit lon. 1. e., 

nat ional, E'tate, Ill" 10 cal ass oalatians for the proteotion of 

speoial intore:2tf. -J:, good exumple was IlThe BxeJ',vere na.tional 
1 

Convention" (before prohibition) which 0003::10na11y collected 

money to infltience the eleotions. or to pacify the legislatures, 

...... espeoially when unfavourable taxation or temperance laws were 

imlr;inent .. 

b) 
.4~sociatione in VI!lioh besid,ee the abovo mentioned features 

there are regtllHtions oorwernlng trade eru:: orne, listing12, and 

quotations, or scaleE of prices. The tHmtrali::ation of cattle 

and meat dealing' in Chicago 9 momentous enough to justify an 

inve2tigotion as early as 1809"'90 is o:f." outstand.ing importance. 
2 

Though this eUl'ly ll1vcstirrution did not rev'ea.l a formal union 

of the lar(se Chicngo packers t it ria:'; dOmGI'Hi.'t ~;>atea thot heavy 

pressure of tho railroud/;; nnd owner::: ip of the Chicago stook 

1. 
~") w. 

Ernst Von Halle'" "Trusts." P. 20. 
Ibid.. P. 2r~ .. 
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9. 

yards on the one han~,. "friend.ly agreements" on the other thad 

resulted in an effective control of the vIilola marltot. 'Armour~ 

Swift., MOl'rie Hole on t and. lIanmond rule,.: the cattle and ~eat· 

market of the country. They cond.uets' their bue inoeses 

individ.ua..l1y, but jOintly they fixed the prices for the pUrCh$8e 

o.f cattle and f:' aleE of meat in tho markets of Chioago., Ka.nsas 

CitY9 and Omaha. They annihilated independent butchers by 

oheaperea,les thr'JUBh their own ag0nte. They determined the 

daily market prioe of the cattle. If the seller refused to 

talte the first bid he '.'Jar.; genOTal1y forced to a...;..;opt a lnwer 

one; the purchasinc~ agentB were instructed neve:r to overbid 

each other.. The 'pz>inoipale thcmeelve.E' \?ore in con~ta:nt 

aOmfnunioatioIl VIi tlJ cadi otbor, and de\..! id.ad the av~nin::; before 

what si10uld be the tanGency of the Clorrorn2 murket. 

0) 
Associations ,'(horf:! tl1e pa.rtiee· bol:] re(S'ulnr meeting to fix 

prices, and to decide upon the output, or appoint comean agents 

to mtu'ltet the prod.twt. prevalent aoong the coal dCHIer:;: Hnd the 

railroad busincsf;. All thC20 arranGemont;:; approacb very near 

11. 

Agreements ~trenathencd by B more formal und material tie, 

a) 
Sometimes tbe ree olutions concernl:n.'j ontpllt, quanti tief! to be 

markoted, and pricer::, are put into writin?~~·. To tl1ir class belong 
1 

the contl"act between tho potrolen .. m refinor;:; t "The Standord Oil 

1. Ernst Von Ha.lle - ~! Trusts. n P. 24. 



Co. of' Ii. Y .. ", a(Jtl~g as their representative, and the "Oil Produeers 

AasoaiationH , for a temporary restriution oitha oil produotion. 

oth~r instances are the numerous agreemonts among the wholeSalers' 

associations concerning tbe minimum p1'1008 of snloe to retailers. 

b) 
Sometimes the ties n.ro Clado closer still.by the inztitution of 

penalties t or b~J tbo l)aymcnt of a ehare of tho earnings into a 

C omuon fUJ1d in order t'J eocure the obeervat ion of the agreement, 

or for s.iqJendi tures In ·the common intcl'e ut t 811<1 1n tOl'" red ifltril)utlon 

in fixed pOrO(mtHgeE. 

0) 
In some uases, finally, the ooalition is upheld. by a syetem 

of premiums, as in the electriual applianoe ind.uetl"Y. The one 

party pledgeE i teelf to buy only frOG'! the other 9 0:1.' to ee11 
1 

exclu~ively to him; in oompensation it reoeival: speoial rebater.;. 

111. 

Combinations whioh strive for and attain idcntity of 

all interests. 

a) 
.cases where the individual u"1dertulrlnelt are 1"'o.!.dly or 

nOI:linal1y preso.r'ved: the "Truf.:ts" proper. 

1. Either tho trust is e:;tnbli12hed b;:/ 0. tran.E~.cr of a 
majority of stook of the difforcmt cGmpanie1: to the tru::toes, in 
whom thereby the uont1'ol i~ vCEte:J. und y.Jl1o ilZd10 trur.:t cod:ificates 
in exohange 

1. I,tlid_ler - P. 278, Concentration In lImerioU11 Industry 
{The national Ligbt Castings Association grants rebates on the 
prices of ~pode Eup:.;lic· to bu.ild.ere me:cuhants t pl~ovi(led the 
latter deal exoluEively with mombers of the ascooiai.:ion and. 
keep etriutlJ to p~ice liet. 
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2. or the total amou.nt of all the stocks ie traneferred. to 
the truEtees who issue tho trur.:t certificutes \.l'lti1et the former 
owners keep mortGagee to the Qxtellt of the valuation of their 
factories und perhUI)S receivQ an ad.ditinl1s1 bond 

3. or the property is uncoIld.itlonally transforred. to the 
tructecs, in return for tbo d.elivnry of trust certifioatefE. 

b) 
Cases (practioally d.iffering little from the above trusts) 

where the advantages themselves are oOl1Eoliduted; either 

1. Temporarily, by lease or rent, whicb is quite eOID;·;son 
wi th railroad.!: 9 and ale 0 halrDene in all other branches of' 
business; ax 

2. Permanently 
Ca} By sale: a. trunk line buys a branch lino; one 

concern pur~hases another, and closes it or runs it as a branche 
(b) By oomplete control thrnugh ownership of the stock .. 
(c) 13y amalgamation. 
(<.1.) By the oGtablil::hment o:f a nen la:l.'go company which 

abaorbe in iteelf all t11o£e already e::tril2ting.. ;~ome are then 
operated entiroly by the o-ontrEll admini~tl'ati:m.To others a 
certain independenoe Ie left for partioult:iI' branches or districts" 
still others are run as branch offices; others again,-... ss all the 
establiShments located in dif':t'el'ent -states, oontrolled by owners llip 
of the 't'lhole or a major! ty of their etoolt:.--and mannged in one of 
the forme da2cribed above. 

Monopolies als 0 uome under thiE headl11g and nre divid.od 

into three main catec;ories 

1. liatural 1fono:polies ;--Thare are coem:odi tieE whiob only 

exist in qU811titieE IGcally limited. such as a.epO-Eits of nitrate, 

as be:-:t 06 f etc.., 01' are manufaotu.red from mHtcrial~ Ii: 0 limited .. 

The ownershil) of certain tarritoI'iOe y thare:fore., for the pux'pose 

o:f their products, can en~ ily confer s controlli.rlg power upon 

certain individuals. 

2 .. :.~uasi"'lJatural l1onopolies ; ...... eertain pll.mte "'"hleh everybody 

can eetablifh, but \';h1uh, once introctuoed. t car.!. hardl;; be oompeted.· 

with .. at leaEt. only with very dlsu;;traulZ economic con:::equences; 

because they require nn enorr:l0Ul;;' maohiner;y of capital, CnI1}loyees, 

and mnuncemcnt. :By the C1Cre fr.ut of. tLeir exietcnce, they become 

nearly as powerftll as natural m011011J1ice-. The U. ;}. Steel 

CQrporation is a '!cood example. 
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3. Legal 1\'ionopoliee :-"'Suoh m! pntente and oopyrights etu.· 

There has never been any question about their right to existence,­

n AS th·ey. etimulato tho gonius and B'ive a due reward to the 

proCloto.re of hUman progress". Patent rights have been the basis 

of innumerable important oambinatione~ originatinG in patented 

proaeseos of manufa!-1turlng., or in patented maohinery. The Legal 

decisions are. oontrary to the tendenoy in other 10l:talloes, ucually 

in favour of the wid.est conetrnution of the :fra.nohises givon by a 

patent. In tho '':.8.eo of important patent:: J ViC find ei thaI' several 

branch cmnufacturcrs di.ztributed allover the COUlltry for utilizing 
I 

1:he procesE, or one aentl~ul eetabliEi1mGnt. Sometime:;; the ovmere 

grant coX:1oeet.: ionE to a number of other. 0stablisbLlents to use tbeir 

patents in roturn for fixed royalties, whilst they pledge them-

selves to a certain restriotion ill the number 'Jf their concession-

aire~. In Ii! orne oaeas t finally, the undertt::ike1"':: of one Group 00(;1b1n0 
2 

to buy up veriolle patonte t and. uec them j ointl~/, or they establish 

another company 1;3 utilize thern. 

Capital and_ bus iness ab IIi ty woi'k in lL"'1iS 011 towards the 

regulation of a.ll the elements which oontribute to prod.uotion of 

tho artJcloE in question. The goal of und.ertakings of this sort is 

rightly ox:pressed by ~uch phraEos as the cheapening of produotion, 

the regulat ion of outlJUt, and, the c on~l'()l of p1" ieeE. 

1. Electrio light bulbs. 
2. Patent poole of Vaouum CleeJ1CI'E and ;:'!s,ehing Machinee. 

Laic1.1er ... P. 299 .. 

, .: 
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C hap t e r 11. 

The large nndertukinge do not o.ciginate in idea, moral, 

or general economio c ~ns iderati ons; their imme:: iate aim:.: are 

larger a.nd sural' profits. Hard.ly vl!.mld a Hockonfeller in his 

firet efforts have d.ovined what economic miSE lone hie a.ction ViTae 

destined to fulfil; hardly did old Commodore Vanderbilt invest 

his first money, acquired through the Station Island. Ferry Service, 

in railroad.s, with the intention of eEtablishing a model of 

oentralized ruilroad administration. But none the less the 

existence of thelle great pel's onalitis:: has been of an extraord.inury, 

and often decisive, impol~ta.nca for the gene:cal '1evelopment of the . 

several induEtriss. 

That Euch mon went into the petroleum trade, Dr into 

New York Railroad enterpril:os, had, as t£lirF~e turned out, COW! equences 

not only beyQlld. their anticipatioll, bu.t aluo affecting 1. ... 013'101:11.: far , . 

outside their immo, into sphere. In this cDuntry where the activity 

of the ind.ividual it; leuEt reetricted t the pers onali ty of the pro-

jeotoI', more pel'hape than ill Europe, Eeems to dominate the situatlono 

Men who promote tho giant \7Qrk!E of civilh;atiol1 and wbo t vlith uroutive 

energy,. have iupresl:ed the :::tamp. of their individuulity upon whole 

ino.ul2trieE, can be found here more often than abroud.. Theea men 

have to elHlvl initintivo.t to realize the VlL!lt~ of the times, ana to 

take the lcuderehip of the variaue ffiovementE. And by grouping the 

exieting meane for theee f)ur;;OfOE" in un sprre>printe' manner. they 

become examples to pthel't!" 

It eeeme thut 3reat eCDnomio revolutions urB inevitably 



bound to orush a part of the oppol:in8' foruee. The history of tho 

attompts at oentralization in tho United. ::'tates abounds with 

ep~EiOdcS ~ in whioh numberless indivId.uals have been economically 

rt,ti:f;od by powerful advereario12. The methods employed were not 
- I 

1'i~ys the most hone!! t.. 1.ooordinG' to Btnlham (Railway-:eoreoy 

)'nl'Truste PP 41-S0) tho eya tom of • eo ret figr eomenta "ro muoh 

,X, 01rr than the truete. ana date ;'rom the very bei;lnnlng of rail­

tl_ 1'1,8.0. manag·emcnt. If one merchunt d.id not ava.il himself of it '1 

,t~one lese scrupulollil would, und thus the business of tho 

l' former would be undermined. J\nd theeo Viera n ,t the only 

( 0 b j ect1 ona bl e metl, ods of the tT us te • Vari OUS mOE t erue 1 devi ces • 

t '.7hioh could be used with impunity under laieeez-faire have been 

revealed. by iI1VOE tigHti ')ue. r.l'he e 19b:;; of the victims are ettll 

audible t thou;}'h it nppcnrs that ill the couri: e of time, ~7i th 

wider expans i on, tho al(101" truE te aUG_ their rn'[ict ieee are less 

violent and Darc u:mcervstive.. Grant buelness men and large 

und.ertakinG'l; are even to-d.ay unable t'J secure r11~(.rrl:jinations 

from the railroad companiee, ~)nd thoy slnu:-:bter und.ecirable 

competitor!.! in cold blood. But these nre l)lienomeno. not pe<.:uliar 

to the trust. They oC-.:ur ill the cf?tabliEllmeni of every large 

enterpriE'e ..... us in the building up of' lnrrre dry :}'pod~ firme or 

grooory housoi2 t tl'udee V'lhe:t~e ttere ie no :>rganizatlon; and_ the 

oruel ties are matters :not ED mlli.;h C onncuted. with our if!Y:_,eo iate 

prDblem 8i with tho general publio morality. Of Q~UrEe publio 

morality it: influenoed by the oxam~ Ie of the cor:lb ina ti nne and 

their lead.ore w: 0 take :cucb n oOl1f!,_,i.:.;uClut' ;;DGition in publio life. 
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ub1ut ')'iylnnto{l in rf.~ilr)tHj c1iti".;ric1i..rl.; t l:)IU':. 8ud thOEtl that 

did nfJt GO ol"i:;1nnte. nsai'L.l HI! it ~:)uy 1'0 in (ty}f}'- t'7fl,y~. is 

vory S up{':H."$fiD 1a1. in C~) fri'j;" tl~~jt it Ff'Nm,p 01302 th~t all tru~:tii 

of tho luttor kind are t;lOl'ely tlu.;;iLlct:tnl iJO[:OC'lN~. I1a.ily:of tb;~fJ. 

lli~H.1erto}r.ln(~ liZ bLH'Jec1 ur-:;jn the cnplo;'lffio-nt nf lnl"go .;;npital. is 

f'avLIllr't:Hl by lQ<.Jul ;)1' l:tU i viduul 0 i;t·~,tl!mjto.nO(HJ, un!} 11} p2om::JtoCl 

nitb the 6:~~~(Hl1)ticmc ')Z [; ftli7 WhOfO l~i12o woe?nld.Ut\l 

B1.H1 ctcr,tl~·. the 'td .. :'''ti'J Q{: o Jml) tnnt 1 ~)nf it! ftl:V~)ured b~l the time/:! 

of dulneee in bu~ in.CIJI; • In P20t;1'OL'cme L)!]t'inG,e. ina 1v Idunl~ 

frequentl;;' fo'-'l f?ofc 0l1'UCh in their inGCiiEmllence; in hn:t~d 

time/? they l"culi~A) hOy;; iJu..:.h batter off the;? ('i}l"ht: be in uni::m. 

to tho :;'tnrtin" :,);:' iJ')Llb:~;:GtlJ;le. UevcrthelooE thoro r;:)cLld h8ve 

f.let 'fiith L1t1ah rrrontcr Cli.ffi(;t:iltlc:, ond :}:30.1(,' :):' tl~<:c.l ~?Juld not 

hnvD (J Jf.lC in1:.;) old<E tanoe u tall, had they n:) t boen 01':1,00,s'fully 
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1 
greeted by the stook exohanges" The prospects of (!'reat E'peculative 

gaine have proved. var-;; entioing; though suoh a,e over oapitalization 

and u scientifio management have resulted. ill ~cri!)UE losses .. 

The mater ial, ad.minL.i trut! ve, coclmoI'\.did ancl teohniunl 

bauis, on '>'lhioh the promoter establie het: hi12 enterprise can soon 

be asoertained :from the results aohcived.. The probable method of 

prooedure is De follows: 

Tho prcliminurieE generalIs talre nontbe and years; they 

are often interrupted and reeumod; and it need:z mOl'e than oomunn 

~bility tD ;ouon0110 all the diverging intere[t~. ~hen thie is 

(trust-deed, articles of aesociation, etco) ie ~igl1ed" (To frame 

this the most sl;:11full work of corporation uouneel is required. 

These lawyers have, of OQUrE0, to take into careful coneicleration 

every legal deeis ion boarinrr on tbe 81 tuation. in order that tho 

document may be illulJ2sailable in the cOurt2 .. ;';uch wOl"'k and it::: 

importance to grEwt interet: te ...... oXJ?lain the of the 

groat oorporati;m lawyer:: in the flu!mclul contree.) The undcr-

taking' 12 practL;ally oetubliG'hed, and to oomply with tbe logal 

requirement;.: f a iJhUl'ter iE Ui.: ually tDJ:on out. MeanVlbile!i 

detailed valua.tion of tho several pro:pe:-ctiol.? have been cc"\rried 

thrDugh.. On thil: bat:ie the capital of the new cornpDny iE divided 

1. In r "'£>c>nt' tl·!··"",G Y' o·a""(~ 'o'!' l· .... "(JT'''', ... :.t··t·\· Ilnve b"··'ll "oct ~lf'\.f,.erl '(''''"1.'' Q"'-Iv' uu ... ·,,·.I. """ .. t J ..... Jk.;:LJ\"';J.. 'i} t:~ vl. u ... t .. oJ J. ......, t,. U ..to. J 

merger!::.. It is at suuh tir3e~ thDt promoter,' are mnt aut ively 
at w!Jrk, and n stock !J[i;'kot b:JJm be1pe thom t:ell souurities 
for friend.e wi~h whicb to cBrr:i tlL'ough and finance a c1ergor. 
Am. ISoon. Roview, March 1931, "Trustification and Economic 
Thonry.t1 MoW .. Watkins" 
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among tho pH:ctioE' tD the aGreement. An election mee.tin'~ tnl<:er:: 

place and tbc by-lnwe arc aGreed ul)On.. Thereupon the administration 

passes to the prof; idcnt and. boara. of a iro<.;t orE. One of their fi:J:.·ct 

Eteps if: to ascertnin tho pr')cluutive oHIJr~bilitiee of the il1di~ .... idual 

fa0toriee. t;'hat prove!:: to be the beet methode of production are 

adopted... Only tho best equipped and the mOEt profitHble ViO;C}:rS are 

run to the full extent af tb~ir oapcwity •. Of the less profitar-le, 

tiE Qany are raiec<:- t;) the ~tlme clegree of effioienoy a.s are :0.0('](10(1 

to suppl;:,' the market; the remainder are aloe c. They have been 

admitted only t() avoid com. otition .. 

As regarde the regulation of production there have been 

OCGUsiOl:1ul cOL1,.la:lnts of an nbjeutlonable re~triction, which hnve 

ltet been without foundation.. In the p<)l"lod of lively demand, the 

trusts have attempted to bring about tl groat ri~e :i,n prices by 
1 

diminiEhing tho supply.. But these attempts at cornere ha.ve always 

boen of' only a temporary nature. The more :far-soeing and success­

fuludministrutor2 have begun to realize the bo~)!'u.er[lng character 

of such attempts, and. to take tho p'JEit:lon that the ;C;rm.1,test 

earnings are always derived from tho produutio:'l of a steadily 

increasing qU[Jll1:it:J'. On the other hand, they naturallJ,J try to 

prevent a a.lEu:: trous inflation of' the market. 

The mOEt vigorDus 8ttBok~ arose from the allo8ed attitude 

of the combination tavurde the regulation of price~. It hae been 

objected, thut the trut:t12 koeD pl'lo6c lmodoratcl;} hiXh for the 

materials. 

1. Fei.1eral Trad.o CommizEloD,- nPrcmium Price:.; of Anthl'aoite." P. 16. 
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But ex-perience haE tSQght f and. probably will make it more and more 

apparent that in tho lOD;.T I'un only those trustl? are sllcae:;:eful 

which su.cceed in ::t:et1dily cheapenirlg and imlH'oving tbeir produut. 

1,"4henevel" they have rait::ed l)rices u.nwh?ely f G ompeti tion. allured by 

the prospeGt of great gain~, hew [u"ieen at ol1ce to suoh an extent 

as to endanger the very 8xit!tenoo ')f the Ul'ldertakin:i·. 

Mergers are a natural,. ind.acel. an inevitable, result of 

recent economic trend~. The BuoceE~ful IDe£ge:e Bre thaee that nrc 

in harw3ny with these trende. 

The acceptanoe by J.~mori0t:n 'but; masE' men ():f the tact that 

the (J%111 ination o:E low priGef! and ;:i~'h \7agf:f;; i~ n::>t only p~H3i2ible. 

but hiGhly derirable from tho etandr;oint both of lab:w.r and of 

bueinees I' Intolli:}'cnt bus inosi2 mon sed: cOnt3tantly for wayc by 

wbich tbe;] can :;t ill f.m:~ther redu<.:o the 1)1'1<':0 wr:iui'; the <':'.)l'lEUmCr 

mUf!t pay for ';oDcL:;. 11uuh ha~ bec:n aU(JomFli!2hed by irnpi.'oving 

pr:)duutlon mctlnuf:. but there etill l"'ot::laln g'rc~t ,'fuetcE over ma.ny 

of w!d;;11 tho emaIl ormdeel1dent(.!OI~cer:n hal;: little or 1'10 uontl"ol. 

To secure the ultimate In cost and priue rcaucti~D.. it i~ nouei?f:ury 

to eliuinHte every LU1J;eCEH':~UU·;j item of COl!t beb'lecn tbe raW Lit,torial 

as nature provide~ it and the ultinto uonetlmer.. ~Ph(i propeL' k:i.nd of 

merger p1.'ovidee a Clore e:L!'ective mearH: fo.i.' roduu:tl1.iJ many eleracnt:.: of 

the cost of proo.u-.:tiD1'1, distribution :..rn(J HdLL,letr(;tion. 

Thi~ rOB.::on fn' mer::,lng ic in Ll0l'bid contJ.~aEt to tbat 

whioh underluy the mC1"ITC':rrc 'Jf thirt~i tQ forty yearl::: ~F,Ot whose 

pl"omotcX'::.: 'und manf~.G'ar!; th;)tqht the~~ St)'" in CD~l~\)lidutiofl a ,-my to 
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monopolize theL.~ il1dm: triel3 to tho end th:.it Ijricce to the OOlli?ll.mer 
I 

might be raised t;) 8n extromely profital::1le height. 

Another potent OBuee of mergers iE the B0ute oDmpetitinn 

\1hioh re12ul tE fr'Jr.:1 i2 0 oalled 'v ovcr, ... produut ion. n Theoretically 

until every inh~lbittl:nt of' the \'H.lI'ld, hal2 all of the goOdE of all 

kind.s tIL t he can Ui2C, there oan be no enoh tbinJ a-.: real OVCl"-

pTodli,otion.. What VlS really huvc 1:; u;:der u~m~u l1tiorl, due to the 

faot thflt millions of l)eople uan.ot yet aff'Jrd tel buy '.vhat the 

faotories eIlU })rbd.uu0, 1al'fSe1y beoauee the ftl0toric12 oannot 1)1')-

d.uoe at low enou~5b cost .. 

Ownere ~f ineffi<.: lent olel mille arc natura11:;, 1"oluctant 

to wipe out their i .vcetment by ju~:inIT their propertieE. As a 

result. they OOtlctltut(; p'Jtential OUlJa\,:it:v lWl1~i:n·" ovor the rileI'''' 

kat ready to }}I':>vide overpi'o(luut1:m nt the t1l!):Jcnt p'i:iQe:~ eho'¥'l 

tinny l2uub plantE operate Dore or leSE 

indu~try; they usually pay low WUgC~l nhich ie etill w~ree beoause 

everyone. 

of the throQt of 'i,?b uo:.:t, untiquated prodrwtive capu(Jity ic by 

timQ~ le~~ e:;:pensivc ili tbe Ion::' run tben to c~mbat il1~in:rorC1cd 

1. Federal Prosecution of Iileut Trur:t 1905 - Laidler, P. 202; 
The International COPPCLn 7rut:t. 1896-97, endeavoured to corner 
the metal [t.~ld fLdlcc1; the i~mer i0an Llntuh TruiEt, 1901, als 0 
failed to oEtublish II cO@t)lete rJono'pol~J ... 7ortnl::rht1y, Maroh 1930, 
"The CUES for CartelE." B.C. ~ranch. 
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wined Qui; itiJ invci::tmcnt of' several ;rnilliol1 d::>llure ill illcffi0ient 
iF 

!' i 

faot l)~~ee-"'wi th~r(Jut oJuruge ju.nking nCEu'l:l. holf Ji' it.: plunt~. 
;. 1, 

.) The American "~ritinG Paper Co., a mCl'ger formed in 189;; t 

sf~gled along until 1927 'witt: 26 jJlunte, E orne 'Ji' whicL were none 
,] " 

~DO efficient. 
:;,;o!N-",(/ 

Tho entire produ(jtiD~l oould be turned out at l.l proper 

C t coet by 16 of the Dore ef::iciont mills operating' at cloee- -to oapacity. 
/J 

,1 The inefficient plantE oporated only at intervals but their overhead 
(b( .. 

~~ 
11"\ 
i .. 

II: r 
II 

eXP9p~e wont on full time and, ~as a serious drain on the company, eo 

E cri!ous that ill 192 7 it un<lcr7;cnt a oou,;lete reorganizati ;)n. As 
I 

part of the bettc:cments p~t into effeot, ten of the millE were 

tu,ned over to a f;opurate cor.upany a.nd. offered.· foi.~ enle. Of the 
i. 

n~9 th:}t had so for been::.: old, tV10 v;ere taken for their water 

//ower, .:t:ive are ma~~i.n;~ c.l:1t;irel~l noncompetitive produiJts and two, 

while mrlkin3 H IH'C)cluc:;t £ ~mE'.H7bHt ~. ii'lilEu' to tl1;tt 'Ji' the American 

Wr i tin] Paper Co., arc s;) 100ated. geo{!raph icall:; as n0t to be 

follo\"lo. this plnn 1.'!:HHl it "UE firf': t put t DGcthar th i.r:'ty yc(U.'~ ago, 

its hi:.?tor;y Eli:)'lt rwt hov(.? been eo ;q;otty" But one ]U.lDWE enJre about 

the ec 3!lomios 0:;:' rI1Cl'GinG 110~'1 than Qna d iel then. 

It ie not 0),1;y by elhd.lluti'l2' olH?'.)lcte l)lant~ thut [Jerger::;· 

tend to reduco tbe lH::clihaod of over pl'odu~tlol1. 

that it oeO'K10I2 Q.C?l:irul'lo t:) ez.gund their l,I.l:.'Clduvtion capavit:.; if they 

1. Baeset ... "Opo..:'at1ng Al:poc:;ts of Ind1.U2trial :lergerE. n P. 4. 
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But eo long' as there arc en')ugh modern l;lantt! in an

1nduetry, it ie cVide~tlJ p,)'Jr policy ~')r a uoncern tJ build

additiJnal one~. A £Lmer and far QUicker .....oJ to expand i~ to

buy exleting 1,1ent:: rllt!;cr than to l'uilc ne'" o:lef. provided,

of COL.rEe, that the ..._lante acqull'ed arc \7e11 l')uated and can be

eecured at a r~s~onable price. Many of the recent indu~trial

mergers have be.n f,r the parpo:.:e of Eeourin? additional c8ps-.;ity

ready made.

Muoh the ea~e idea ie at the bottom of many mergere of
1

ohain store eysteos. Rather than go to the expenee and endure

the delay of ol.en'n,'"" brand new at oree in a dee lrable terri tory

and incidentally plw": ..;ing into cJopetition with an eetabliehed

ohain etore, it ie better poliuy, usually. to buyout or merge

with the eXietin~ uhain.

In the early eta:sce Jf indul try, when capital was ·more

Dr leee limited, it Wl:lE the pra",tice ~or a manufs-.;turer to ll:]it

hie autiviticE rather clo~ely to the transformDtion of a raw Dr

semi-finished product into its neAt fJrm. Thue, there were

oonoerns whioh spun raw cotton int:) yarn, othere which wove

the yam into cloth, und etill :>thel'f which converted tbe "gray

gOJde~ int~ ~iniebed fabrics. The eame reftricted epcoi81ization

.xi~ted in manJ other fielaE.

Latel;:". , it ha;.: been rcullze'.~ tbat the p~"oducer of a

semi finished produ",t i~ bJund t~ be- in a diffiuult ~:>eition.

Hie J~ode paee thr~u~h EO oany other bande that they ~eldom nre

identified by the ultinute coneumer as the produot of any partiCUlar

mill. :::uch producis nrc textilee, leather. pit! iron and man:; others.

1. A•• P. Chain ;tore CD. - 16000 Branches - Laidler, P. 363.
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It ie tho hara lot of produaere of semi-finished proM 

ducts to be in sharp competition with a ho~t of eimilar producers. 

CODEequently, Eelling is largely a matter of price and. the profit 

ie apt to be low. 

It is coming to be realized that the sole reason 'for 

bm?lnesf.: is to provide the ultimate aonsumt?l~ with f.:omct~~ing he 

can Ul~e .. The'oonsumer ie the all important fautor. It is bi:; 

loyalty to a finished praduut that creates tl1ut moet valuable 

8Bset--goDd uill. The buyer of 8 etirt9 for in~t8noo, hoe a 

certain am~.lU'. t of .:-;sod ,;;i11 toward. the retailer r:ho 1;; old him 

the ehirt, provided, it il2 a {p}d l2'hirt. If the make o:f tbe l;idi."'t 

is ad.vEH:tiecQ. by the manufaIJturer the c'.mEluner may have good will 

toward him but he hUE little or none for tho producer of the 

finished fabric from whiub the i.:Zdrt it: maCie, Dnd 2till IeEe :t'OJ.~ 

Therefore f on the face of it, it I:: ai) ,iarent thu t ::; 0 

long ae a manuf'a~turer l)r~JuUue~ t:emi"':fini:.:hed materiulE for otber 

firme to procee~, the uarde are staoked 8gain~t him. The nearer 

he can come to the almighty ultimate oonsumer, 'the 'more intelli­

gently he uun mer"handi:;e !liE produot and the safer and more 

stable hif': p:cofite are apt to be .. 

Some Df the largo mergers of retailers are bOGJmihg'uvmre 

of the del2irnbility of unitin;3 witb vl"Jduucrs ED thr,t the,v may be 

oertain of aclequute eupplle/2 of the rii:~ht kind of goods at/~'HUI2Qn-
1 

1. The Amoriuan 2:obu000 Co. taak over tbe ilcsctE of the united 
Cigar storel:, shortly after the tU._'n ~:f tho ccntury.~nd 
engaged in the retail sale Df tobacco. - .Laidler, P. 19~. 

,,-.' 
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This reen1 ts in mergers betW'$(lll produoere and retailers-... n trend 

which \17i11 undoubtedly become more marke~: vii th the d.evelopment of 

large chaine of retail stores. Gatton mills, andtannerie~, for 

example 9 may end up as pii.rt of an economic family campr is ing not 

only many stores, but fautaricE mak:ln,:; e[Hlc::, clDtLin:s, furnlture 

and a mul titud,c af ot.her pr'Jducts oqually diver~ c .. 

It is beyond qucl2ti')n that any bUBinoes is better off 

when there aro a few strong and well managed . .oonoe1'11£1 in the 

field than ';.'flen several hundred, many of them small., poorly 

manageu or dovmri':ri-:t irresponsible, are engaged in f1 battle 

royaL. CompetitLHl betvlecn bi:r bu:;, inees if' le~ e lH::ely t') be 

ie a good chance f~H' each 9 if it ie \'le11 marwBod, to get sufficiont 
<II 

of the businoE s to proviCle a fair profit .. 

Competition alone doeE not neue~~itHte merging. Pro-

ducel's have found. it necesr;ury to combine in orclcr to cope l.7it}J.i 
1 

tho oonoentrated buying pov;er of morged QUEtomerE. The trend: 

towards- huge chainE of retail :::t')re:2 haE put the effielll fautM:."y· 

in til. mot:t diead.vanta8c3u:: pDLitLm. ;:'trenGth on one l:!ide c!Un 

often be suuoesEfully met Dnly with strenGth Dn the ~ther. 

It is evid.ent thut thero are trades in wLich smailnccs 

at present perh8pe even a neceeeity. 2uah Bre 

! 

shall probably, :!"'or inctnnce ~ never tee billion a.ollar mel'[fere./~:f: 
/ 

cW2tom tailore.. Yet everl tiLt EtatCii1C:'ut may \'0'011 prove in(IH}i~rect . 

1. Single retailers ~uch as H.R. 1'1aoey & Co. t eta., \Vho)huving 
a trcGlCl1Q.OUl; retail hueinc~E, naturally have a potm1t pur­
ohasin,; power. Chain storcs nre al~G imvo.ctant in this 
alaee.· l';.g'o The Great A.. BoP. Ten Co., F.,-,!,t.Woolworth, 
J.C. Penney Co •• Kroger GrOeGl"'Y, ana J3a.kin'j co. 

I 
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aa time goe~ Oll. The parti~ans oJ' l::m1!111 bueinest: huve reiterated 

that chain stores C QuId neVer d.ispla.ce the small Iud epcll.dent mer ... 

chant, busing their stutemente upon the alleged. deeirability of 

Qlo~e pers~nHl contact between the prClprictor and hie ollstomers. 

Yet the increase in the numbi'r of chain Et orel? goel;! on.. T"a 

·answer it: daubtless to be found in the fa0t that to the con::3uming 

public "business is lHlt:'ineEe H
• It prefers low p:tioee and 

t:tandardized. gooc.l service und. quality to the wartn hand.shake and 

often U ounterfei t pe 1'1: onal intere'2 t :.If tb oe e £1'0(;] i,vhom it buys. 

It ie often said oategorical1,y tl"Hit '.ya arc in ·an era of 

big business and. twut every bUSiness must beuome big if it hopes 

to survive.. On the other hand, it ie ccmtended occuElonally that 

big busixlE:ss is ~n inflexible, elow t) move and u wieldy thnt it 

is bound t:; su.ccumb to its (I1')re active emaIl competitor:::aed.id. 

gignntic prebi12tol~ic z:mimtlle lil:c the giunt dinosaur. 

On tho whole, it appeari: that the belief in some 

quarters that big bUEinese ie B paBBin~ phenomenon which will 

fall before the 8sile attacke of 2mall enterpri~ee is bused either 

on the solf .. interei.:t of f!mall propagandi:;:te n~t to ~omo extent in 

the human d.e;; ire to E Of giants Elt~in by Davids 0 The l:J8rallel be ... 

t'woen huge mergers and tl10 extinvt diInl: nUl:' fuile ub en it ie 

realized th:':!.t the dino~:.:"ur Waf;! notul'le not Jnly for i te great b'Joily 

size. but :Co:;.' tho extraord.inary Emall:nes s of iti: bruin. Our 

eucH.lOesful bUG ineet: ~riil:nts Hre diro..;teu by l~L'gc [:,Ind exceed ingly 

autive bl'ains"'-which Hre nat :.mly i~J'iI10d L the duy t J UX1Y 

tlan;"i~ement of b ie; bUi?! inee i.:. btl t u:Cc :i'ully uwure of eoonomic trends 

and realize tho l1EH'd of keeving theil." entcrpr ie as in harmony wi ttl 

those trendED 
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movement afoot for'ju:;t suoh Eimpl0 mergere of competing mills 

in the cotton textile indu~try. It seems 111te1;/ that tG bewome 

mOi3t affective these mergers \'1ill in ·time oonsolidatE:} with f:till 

others along vertical lines. 
1 

Tho National Biscuit Company is an exoellent example of 

the combined horizonta.l. 

38 bisouit plante in the 

vertic'al::~ Emd (J i:C0ular merger. It operates 
'" United ~~tate:;:, as well as 19 plants 

makins bread and hand Gtmes. It is thuE in a etrong pOfition in 

all bi'uncbce of the ba1rill.J inoustry. . In 1928 it acquireC the 

:3hredd.cd Wheat Co. and E \) becHlme B tiil more markedl;>? a merger of 

the circular tJpe. owneJ:atdp of a paJHH' oart:m fac:t3I'Y and of 

flour mill::; gives it ti oontrol of a largo purt'of itE!' raw material 

requi:cemcmte ~ 

It is notable that of the early mergers those t~at are 

mo~tly suoce~sfull aft!"?r 20 y~are or more ace tho:::e w!)ioh partake 

of the verth:al form ... -uaually oombined with the horiz:mtal. The 

u.s. steel corp. is an Dutr;;tand.ing example. 

It produces etasl in mo(t~ if not all ~~ tte pDfsible 

forms. A large l)urt of i te products, of U om .... j2 o. [ll'C I:l ':lId tD 

other manufacturers for further prooetsing. yet ElOO of ita ~ut-

instn!wo, The Ameri-.;un Bridge Co .. , a subs iduury, fabriufltee Eteel 

shapes into bridgcE' and sky scraper skeletons. The Amerioan Steol 

and Wire Co. ·turns int') v/iro and uable the '::ire rnde produced l)y 

othe:c steel car::'.)J..'HtLm EubEidinrieE 0 

Basset - RlnduEtriul Uergerc." - P. 
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While the ·~tecl Corp. ie not integrated in all reepe~te

clear through t') tbc i,; 'Jnl: umcr , it :.n~ ':;~L·ricd· the procees of lnte­

~ratl()il baolmurd BE ::..'ar ba~~: Bf it ~:.:n p'Je:;ibly Jo--namely t'J the

ore the U :lsI and tl~c liooetone in the '!r')wld.

Here, is a number of real aavantagee enJoyod by a ve~tioal

merger--and E')80 i7hleh, under certain conditl'Jns are r.l0re apIAlrent

than real.

1. ~ellins ef~ort all alonD the line, eXOel)t In the :inal

dis; 'JEal of the fi ',iehe pr'Jduot iE eli -lnuted. ThiE meane that

eelling eXllenE e. buyin -: e::-:~iene e, oreqi t eZl;enf! e and a large part

of the cleri~al e:.~)enl'e ie eliminate. In S'JL1C inEtunoee the toll

taken by these 1te:':E frOG the final eellin:7 price can be reduoed

ae much ae 80 or 90 percent.

2. To be B link in a vertical mer~er i~ partioularly

advantageous for a producer of a seai finished material especially

when the raw material i~ ~ubject tJ ~udden prioe ohanges and when

raw material e 'J:;t i~ 1-1 large pU.l't of the t :>tal OtU;t.

Muoh of the trouble ~ith the ~'Jtt')n and leather indu~trlee

iE the result 'Jf t!.iE cJndition. ~o large a part of the co~t of

tannel leDther and ~_ cotton oloth if material cOct that minor

fluotuati'Jn in the priue ~f cJtton or bides may make the dif~Qrenoe

between 8 profit and a lose. ~urthermore, ~hcn uotton mills and

tanneries beuome purt ,r a vcrti~al merger the other ~.its of

which perform still further mnn...fa ... turing opcrationE, the ori·?lnal

raw material uo~t become€ Emaller--in some oases an almoet neg­

liGible percentuce of the coet. Price fluctuatlone are then of

leee moment. ~he large part ,f the cOct beoomec lubour and ovcr-



head--elemente !)f ~!)ft \71-1cb are t~ t:L ltu'ge extent under the u~n­

trol of the manuim.:turer. w lIe m;,t e...~itjl uo::t ie rut.

S. Ownere ,ip of plant::: tll8J:in' ::eml-finlehcd produutf

enublee tho:::e products to be mad0 Qore ec!)nJmlually. If a plant

turns out a VLlricty of producte to meet the specifluatlon:: and

needs of many uif erent cuetomcre. It~ coet~ will reflect tbe 10ft

time of mel'. nne e~uil)rncnt cauf:ed by a chan~in.~ at frequent inter­

YUlE from ')nc vt.ricty or style !)~. product t J anotbe.l.'. If euuh a

plan ie {>Brt Jf 0 vert iua1 meri3er. 1t ta,. no longer governed b:i~ the

vagaries of demand but uan concentrate produ~tion which the next

factory in line ueee.

For a long time ?ord ap~ear~ to buve ~!)rkeu tovard COQ­

plete integrat ion u1 th ou,.!h he nev; 'r qUi to auhieved it. 2everal

years ago. it up.i..eG.r~. he decided that it .78E bCt"t nJt t) make

everything th:....t be u.:.:ed--th~.t in some respects he UJuld d:> better

by buyins- e oce ,parte of l:le car 1'roi.~ ')uts ide lDanuf'a.;turcrE.

The so called clrcu.1~r merger wtlch sclle allie. pro­

ducts t:> the ::ume CUttomer~ i~ 3cncrull t!.ou:?ht of a~ a ncr;

develo:.. mcnt. yet it. ie r£>slly but a ::ho;t cut. on a lu.C1e eoale.

to an end ~triven for and o~ten rea~bed by many individual manu­

fSvturere. There are thou;:anoe of exam"lef. The General F~odl;

Corp. i teelf' the Cluuh ulted 1netanoe of the ne',,! circular mergi:r.

lOIlG before it to')k llurt in 8 merEjcr manufa.;tnred as the Poetum

Co. many allie, p~~ducte Eu~b ae. Grape Bute. Po~tUQ Coffee sub­

etltute~. and Po~t Toactiee.

The ?lciEch~ann - Royal Bak1n~ Powder merger. aacording
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1 
to a l--ecent EtatcLlont to tho pres id(mt Df the new ::::tandard, Bread.s 

Inc., rmE primarily :[:'')1' tbc~)iJ_rpose of more fully utili~~ll1g tho 

e:;.teueive and iJlten:;ivc clLtl"il)utlve [;It;~CW bL~ilt uIJ by FleiEoi1-

munn~ Its deliv(~ry eyster.J covers 13,000 trnvne b;,/ dire0t dclivcr;i , .. nd. 

~ 3!),OOO tOWl1l:.; by one day pa01cugc deliv,ry and ferves 30.000 bakers 

a:nd. from 275,000 to 300,000 grooer::. The advontugc of u~in~'~' etwh 

grocory 1)rOllnott1 in adclition t·) thfH,:C mu(10 1':; the FIcieObmal1l1 Co. 

There lire tv; 0 paramount. eoonomies effeoted by merging; 

produotion and dietributiJn eaonomice. It iE true thut prDG3tc~E 

itlee to the ooono~icE Df lar~e Euale produuti0n. In reality thou~h 

a mcrscr euaceede in nDtutly re~ucini all three cleoents Df prJduction 

mergere ore nbls ta reduce tho latter two. The first i~ a core 

difficult L:~ue tJ handle. 

They C 'JnEti tutc the VUi2't maj Dri ty of C1oderatel~y lHrr~c merger:.: that 

2 

1. Bas1:!et - IndUt!trial :_Ie.cn:erE! .... P. ;:.#;!. 
2. Bakery Combinsf:. ::~ennto"DDcument liD .. 21;;;, 69th Congrclze 19;.;'"1. 
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i'he prin,cilH.ll advantH!jct! in produotion that p.lerQ'crf;; 01"" 

any e ize huve 3171.<[' IHr;ull or oven fairly ::: ir1ablc indel.)cndent "[Junu-

1. Tho eubt?tltutiDl1Jf t:1rilled man,:rCDcl1t for un::1d11ed .. 

2. Fina.ncial strength which makes possible heavy investment 

in ex;)cl1zive lub'1ur ::rlvin:: ffil..1ubincry und rc~earch into 

faotory methods. 

3. concentration af procluotiGn of one or a fe~7 E irnllar i t~:.HnB 

1n inc1 i vid twl plant:; .. 

4. Compari~on of reeulting operatlonE of zeveral plante pro-

dUI..;il:1(; S irJilar producte .. 

5. Seleoting the bect metbod:.: u~ed in ilny tL~it a~ the ;::tanovrd 

for all. 

6. ~hc merBinc ~f the beft braine trourrht tJ tho me '~er by the 

units .. 

7 .. Heduced material O();~t~ from Grenter pu~:,..:I.H:Hzln? pO";7cr. 

8~ In the vertioal merger? greater utability af prDdu~tiDn due 

to ability t~ plan produ0tiou in the li~ht Jf a kn~~n and 

at: eured dom::mo. 

9" The nb 11 i ty to reduce the nnmbc r of viJl'ietieE ~f Pl"'!:Hlu.(;ts 

pr~duced. 

A C:1crgcr of Ee17e~1t],1 plunt!; makin,S Ebliltlr produots uan 

often EEL;Ul"C a (legreo ~Jf i:!pe(.;iHli~;aticmt '.';itl', rc~~ulting :produ",tion 

eoonomics t th<:it w::mlcl be ir;lpn::iblr; i':H~ nl1;}r ~nc 01' tbe ;;lantc as an 

individual. In fu,-,t, it is ~a;e ta eU;j tl1at ti,it: iE one 0:: tbe :.}oet " 

prolific E ourue:; oi' economies for 11 11'" iz rmtal merGers. Thue, a 



1 
grou.p of furniture faoto1."ie~, eauh of whiuh made a vuried. line 

of' produot~,' o'.)rlEQliduted tloth to seuure Q'reate:e finanuial 

strength and t} ef~:.eut vorLH1E economieE. 

At the start it wa~ deterGine tJ huve eauh plunt· 

, specialize on ':me type ~'f :i:'urnitm:e. UaES produutl~n, which 

formerly waf.: iCill OI;!S ill10 f,:l1.' any of the ind i vid H.al :plant12 ~ it nrm 

the ru.le in all.. One mill malta:: nGthin'~' but ohair2, annther 

latter make.;: the :frame::: fr~m tb(~ wllEte ID8.terial <JI oth~r millE I 

Phe VlorkerE in 011e of the plantE'tVfJre craftEmen wh'J did 

ting a line tT! h h :)11 their product v;ae n w:rrk 0:1" love 0 But they 

simply cou.ld not be plu:!Jod ta {i:; the rau:h preliminary construution 

wi til epeed and by ma~ e producti an weth od.s e ~.'hcy in;: i~ te on do ing 

even that part of the vlork much better thnn the::;'o VIas any ncc(l. 

The other plant had been on a maeG pr'Jd.u\Jti~n bafJis. The 

omployecE were not ekil1e~ cabinet makcce. All they had been tuu5ht, 

·1. Basset - Il1dm:trinl Berg-ere ... p .. 48. 



\Vhen theee fauts {.lame to li2:ht. the mana~cment con­

ocntl';:ted all of the cJnetru.;tion of the rou3"h furnitu.re in the 

mac/;' produ(,;tLm sllop. The :Cul~niture was then ehlpucd. to the 

othor plant whera nothlTI{5' l"ut rinh binT ','fat d:mc. A bottor pro­

duct was thut: produced. bS tho me t:~'er at l()\7er oo:::t. 
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l!nancial struoture 

The mctbod by whiob a raerger bring!:.' a,l'~ut its \.lentrali~~ed 

contral of prevlouE Indepcmdent v:mcer'w'? haE a direct ana. often 

(lominating influenoe in d.eterri1ining what the ca:pi~-ul struoture may 

be.. For the cake of clewrneee 1:£1 o ':mcideril1g' the poee ibIs and 

d.eeirnble financial etructuro 'Jf any pr;)poeed. merger it 12eems viell 

to omphae ize the vari JUf.: meanl; by v/hieh i.Hintralb;ed (j '.Jntr ')1 of 

l2ubi2' loitlrice may bo attainod. 

compal1Y· 

identity '.)f U CJClpu:ny even though rd1 of the cfi::itul stock ie ownod 

by another. Commonly thi12 if (luc t;) local Itwn? wb iiJh moy re.cJuire 

thu:t a OOil1ptmy doio' 'bUi; ins:::::: in It ~ttlte be in0:n.·lHn:.·~:tcd in that 

stato or \fJhL.:h ta:i: heavily a "foreign!! oDrflo.cati(}n. 

3. sufficient contr~l of p~liuie~ and operutiQn~ can eome­

timet: be Eeuured merely by acquiE ltion of til u:mtl'olling intere;::t in 

4" If the etook of a C'.:H:lpany iE nidely ~oattered. actual 

v~ting c nutrol mUJl E ometie1cz: be E eoured. by l)"i7l1iTI:T le22 than 50}-J 

oi' the ~tC)~;k. Tt' 111, however t has i tl: pcrile fOl', bJ<' vatin/! tel-

agre::slve competitor may buy up (mrlU~.;h '.)1' tho ;;oattcred ;:hare12 to 

get o'Jntrol. 



Some mergers oombine two or three Qr all of these methods 

of controlling Eubsi6iarios. It is nDt universal for a holding 

-oowpany to be tit the ~~aQe time an operating COti:pu:t1y. A notable 
1 

e:;:{ample iE The General 1[otore Corp. ..;:1 published. stutmnont by the 

corporation saye: ... 

"General lIotor~ Corporation is primarily an operating (lODCCrn 

owning the plante, properties and other a!2Eet~ ~f itt; manui:auturing 

holoing c::mpany owning part or all of the capital Et Del: of other 

C!Yl1ianies 00l1110IJtea. v'lith its tiutlvities."' 

Those who~e assets are ovmed by Goneral tlotors Corp. are; ... 

1.. Buick Motors Dlvieion 
2.. Cadillac Motol.' Car Dlvi:.:ion 
3. Chevrolet Motor 

(tIll:: dlvi:;ion hti~ several parts manufacturing 
subsidiaries, all of whOEe EtDuk iE deeur1bed ae 
owned by General fJoto~~t: corp .. ) 

4.. Oakland Motor Divisiall 
5e Fisher Body Dlvi~ion 

(operates body buildin'3' plant:2 in the state~ of 
tIioh .. and N .. Y. and own~ timbe:r lands in !11ch .. ) 

6.. Armi2 tr ong :'p:r ini~~ ::)i vit: ion 
'7.. Brown - Lipo ~ Chapin Divi£ion 

(1IBllufauturer: Differential Gear/;!) 
8e Hyatt Bearin~i.: Divif ion 

(Manufuuturee Bearing~) 
9 0 Jaxon ~teol Produuts Divi~iDn 

(Manufauturee :'lheelS', HimI;' , Tire carrier I> ~~im lKU.'t::: 
and ::teel stac1pings) 

10. Muncie Products Divizion 
(ri1anufu"turau TransuL l2ionL, ;"'teerirn genrE and 
Gha.f s is :parte) 

11. :?l:l.g1naw Crank ~~haft Divis ion 
12 .. ;"aginaw f,ialletlble Ir::m Dlvii;:;ion 
130 ':oginuw teGrln~Gcar J1viE ion 

ThoE0 Q()r:lpuniee all of Wb:H:C i2t;)(;};: i~ oVlned by General 

Motors corp. are;w 



1 .. 

3. 

4. 

5 .. 

10" 

11" 

12. 

13. 

14 .. 

15 .. 

16. 

17 .. 

18~ 

General notol"'': of canada Ltd" 
(Manufaoturel.'! automobile/: and truuke in Canada) 
Fisher Body Corp. 
1Auto body building plHllts In 01eveland and cin ... 
ainoti Ohio) 
:'isher BOd.y :'<t. Lonis Co .. 
(.Aut 0 boCly build.ing tllantk' in~t. Louh t I;iO., 
Oakland, Calif. t und Jmno~villG~ ~'JiE.) 
?leetwJnd Body Corp. 
CAuto body building' :;h"lnt :n' uUEt~nn bod ies) 
Tel"nstedt 11fg.. Co. 
(Body hard.'pure) 
The Nationul Plute ,;la::E Co. 
Fishol~ JJumlwr Gorp~ 
Delo;) Hemy Corp~ 
(Manuf'autureE startin:?, li'htin~I und i -;ni tion 
syetcms for uura, hornf, hydraulics ehook ab­
Eorbel"s, coinoidentHl lock:.::, Etnt:1.11 eleutric metc~c(' 
und. lamps) 
Doloo m Li~bt Co. 
(Electrio iight plantE and rosidence wuter fy~tcO~) 
Prigidaire corp. 
(Electric Hefriger~torey etc., 
Harris on l:iadia t OJ:"' Corp. 
(AutorrlOoile Jtadintore) 
Inlnnd Mfg. Corp. 
(steering ?lheels nnd rubber tlnd mou.lded parts) 
United l1otors ~::orvice Inc. 
(Provides authorized national eerviae f0r euuh 
General Uotore products BE ~tBrtin~, lightih~ 
and i.~l1ition eyetomE'; hyr1ruulic 1:!;I){.::k a.bsorberl::t 
hornE; rim purts and wheels t radi~tn"~; ball 
bctu.·ings; roller bearinge; Epeei.:l"'rnetcrs; air 
eleanerE, oil filter;;,: t gaf!:1U.ne r:traincre, fuel 
:pumpe ~md f~t]ui~ec) 
General ':Iotorf Export Co .. 
{D:h tril'uti ~n of' cur::: ane; trucln~ in ()VCr~ oue 
territories not covered by General 2~t~rE Dver­
EOtaii! operations') 
General ~otDrs Ltd. 
(DistributL;.n 0:1:' (;[u'e and truoln: in Grsa t £1"1 tain. 
und Ireland) 
General DotorE Intern~tianDl~ Als 
{Di~tr1buti'Jn of car[ in Dcmni,'trk, NOI'\78.;;r, poland. 
Ji.:Eth oHin, Icelancl, ] .. utviu. :Dnnzir~ unil 1.1"; huania j 
Genel·al :~OtOl"~2 nordiEka, .i~/B" 
(Di2tribution of cars in ~~weden m1ij jlinlund,) 
Genera.l 2:1otors C:>:ntinel1i:lJl, :~'.B. 
(Dir:tributi:m of C8.r::; and trucb:: il Belgium, Hol­
land, undo ':witzerla:nd.) 
General ~?tDre, G.m.m.7. 
(DietrlbutiJn of oars und truuks in Germany, luetriu, 
Czech o:::lovakia, Hu.ngar;y' (mQ C:urG ~d:,n ~iUEE is.) 



20. 

21. 

23" 
24. 
26_. 
26 .. 
27 .. 
28. 
29. 
30 .. 
51. 
32. 
33 .. 
M. 

Genaral MotOTt: t Franoe S.A~ 
(Dlst~ibutlon of carE in FraDce, Alg~riat 
Moroupo, and Tu iean.) 
Ganar~ll1otori;;, penineula., i2:.A. 
(Dietrl,.bution of care. in Spa. in , Portugal, 
laoroi;och Gallery lslaucie anl~ Gibraltar) . 
General1 1',lot or E :ncar Bas t f3 .. A" 
(Dietrfrution of Oiir~ in the near east) 
General·notal's, Argentina S.A. 
General Motors, Brazil S.A. 
General !iltit ore, Urugu.aya :1 • .A .. 
Gene:cal LlotorE, :::~mth Af1'iuul1 Ltd .. 
General M.otorE, AuetraliD Ltd .. 
General 'l\lotO':c~ t .11ew Zealand Ltd .• 
G'ene 1'al n DtOl"s;~;JapEl1'l Ltd .. 
N .. V .. General 1iotore JavH 
Gen~J. Uot orf: Ac,OO-ptanoc Corp .. 
Arg~nnut Reality Corp. 
Gen.ernl 1.'l.otors Building Corp .. 
Moo.ern HOlleing C01'P. 

capital f1touk of the follovdng i201linr; (':oJ.~p,,;-

1. Buick Motor Co. 
2 II Brown - Lips - Chapin Co .. 
3.. Cadillac UntoI' Car Co. 
4. Chevrolet falee Cofe. 
5. Hyatt Roller Bearing 00 9 

6. Jax\)n r:teel Pl-Qduots Co!, 
7. Claxon Co. 
8. Oakland Motor Car Co. 
9. Oldsmobile r;Iotor Works 

Prenoh 

GeneJ'ul l1otOl'E Corp. OVinE all of the common I.:tock of 

the follovl1ng C oC1pnniee;-

:1." .New Departure Mig .. Co. 
(Ball b"mu'inee t ooaeter bn.'l.kes) 

2. Vauxhall Motor~, Ltd. 
{ManufactUI'e~ and ~elle Vauxha.ll motor cerE in 
GreatBri tain onc1 Irelt:mc1} 

3. Delo a-Horny und Hyatt Ltd. 
(salcE and so:rvice on Delco ... :iemy Hl'ld .Hyatt 
produots in Great Britain und Ire18.nd) 

.' 
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General·Motor~ Corp. OVIns a majority of the stook 

in the fDllo~ln8;-

1. Yellow Truck ane\ Doach 1t:ffS_ fc CQ. 
2. A. C. Epalf11~ 1?luzs Co. 

It a.IE \) owns a hal£ intereet in the j,;thyl GaE olina 

The line np of ·Generdl :lotor~! Cor}). ifl given in 

Borne detail n~t beuau~e·it ie purtiuulGrl c~~i·li~uted, but 

to indioate hJ~ even E~me ~f the large2t and ma~t pDwerful 

mon zto!.;}:" ::)i' OthOl'8 and not evel1 u;)}utrJl of etil1 others.. "ie 
l 

and a holding company_ 

Simplicity of capitul stru<.:ture iE greatly t;:, be 

gonerally fnv~urE thoEe ~hnt have Be few eecuritiee ahead of them 

ThuE if he lean!.: towards bonds he prefers t;;Qse ~'1hiuh 

have no ui;d0rlying DDlijuti:m::: of the ::-ub~ idhn:y operating 

oompanies a.head of them~ If he likes tJ have hie money in pre-

ferred ::tocke be \7ould ruther tlwt there l7cre no bDnd;.; of any 
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Itind, with prior claims on earning/;; ana sasots • .And beEt of all 

ill the minds oi' a cOl1l2ioerable number 01' invc::t'J1':: in recent 

yearf3 112 the common Etock of compunios hnvin:' n~ l"~l1di; or :pre­

ferred. ThuE it 1e that euch a leader ae the U. S. 2teel Corp. 

decided to retire ite entire bond indebtednese. In recent Y8a:e, 

many me:i:'ger{.\tf as a ro;;:ult of the :predominant desire of invef::t'Jr~ 

for (Jomracm etocks, have retired b;)nd~ be:::ore they matured ~md huve 

oalled, large am~JUnts o:f preferred stooks .. 

Many ~nd (HhJplex c~nditionl2 diotute what particular ~,ltln 

will be bel2t for any particular mergor" TheE' e are baeed larg'ely 

011 ex:perienoe. S::he )utctanding pJintt:' whidi Govern the £inun(;i&l 

:vIan are;-

Inve~tm(mt fa~bi~n12 change jUi?t as radically, if l1:lt a~ 

u rule eo often~ ue fUEhion in w~menJe clDthes. During the paet . -
:t"cw years the invcEtln8' iiublic ha~ fuv;)Ured CJfl'L10l1 :; 1 OUkE. cl!1(; at 

others for b :mas 9 13usineE~ men arc keen t J percieve the public 

taete in Eeuuritio:= ot arQl pHrticu.ltJr time and, ,:hen the necoeeity 

iE stied,. 

2. The type of o11er:.tele of the invcl2tment hinkel' who 

The bankor who hant'1les tho merger will nuturally favour 
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;.;omctimes t the sellerE are williW~. t'J ttlke oommon 

tD be u;:;tivc in the manaGe-mont of the merger. i\ndre1;1 i,;arnegie 

. clemandec: paYffitmt in full for hi::: Carnegie f'tcel Co. in b'Jud.s of 

the ncv:ly f~rr.a(Hl U •• ~. rteel C(),. 

4~ Even "'lhcre b,:md.c seem at :fir:~t to be indhmted a~ 

part of the fi!lUnoial set up~ other cF.mdltiJne may tDuke them io~ 

90E~lblc or undesirable. 

It 112 t of uour2e f evident th[it for bonde tJ bo worth 

the IH;}per they are .;)rinto on, there mUi?t be f.Ouf'fi(;ient in tho 

way of roadily saleable usect~ Vehind them.. LIany !';if'!lly EueeeU3';;' 

ful bUl;: ine~,ee~ OJ not have such G::: ect e. :~he;:J may huve D. n(:gli~ hIe 

a.m')unt in asectf: and yet hnvc a grant earning pm'Jer. The mo~t 

Olle in an indue try where there are m~ny potential bUYCi':::.. ::uch 

mirrbt be 8 flour illill~ a bakery. or u creamery. 

5... Bondf: Ehould be iSt:ued nnly:'ben tbe ear,:ings are 

sure to be large and l>cgulur.. Many of the early lltrw::ts" went 

OIl the rooi:e beuuUf.:e tho;; hud obli:tlted tllctn;.;olv0l' to pay far 
1 

too much in b Dnd :i.:ntoreet.. Bon(l interm: t mu, t be paid Pl',)Clptly 

6'~ If earnings promle 0 to be IS ~HlleVlhat irregul:;r but 

ferred ~to~L dividcnde .... 
- ll· ie mU0!1 ;; 0u.nder t J ill.: 0 pl'ofc::cred st auk 

rutbcc than bond~. 

1.. Very prevalent in tho H~lil'Ju</ Ind.ui.:txy. 

l 
I 
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7~ If 1 t apflonrE tb;,t net earnings are apt t J be both 

.irregular and ul10ertuin in UU13unt, b :mo E and prefer'red Etocltf2 have 

no proper plat:o in the finun;.;ial £truuture" Common e1:au[.;: if2 the 

only IJoee:ible seourity if tr-Jo 20t UI) I;;; to be ~~und. 

[lheforegoing cone iderati 011i; goVel':niD.g tbe typCe of 

tlecurltios to be include in the i'inancinl plan boil dorm 

essentially to trio prin~d'pal OIl0S;-

10 The curro:nt fa:::iJinH in eeutu.'ities i.e. \7bat CGn be 

most eUEily ~~ld to inveetGre. 

2. The peculiarIties 0f the bUEine~s uE t~ aeeete and 

ea:cnin;s. 



C b apt e r V. 

~hG Problom of Labour 

Labour has como to :feel that the provit'ion12 of the courts 

CDl1l.:'tltutc:.: a majol'" problem thc,t mtu:t bo solved. 11 :L'eature of 

the ilmericsn Feueratiol1 of Labour convention held at Tlos Angelel' 

in October 19}~7? VIaE. the demand that Con:;resE either umenu cn~ .cc:poal 
1 

the feo.e1'a1 unti-tru~t la'\ls. LaboUl" E uti: i tude towardE ~ u.;h 1agis ... 

lut ion ii.: (Jue not only t Q feul"' of ~wt Lm usuiu:: t the IL,i.m~ ')n the 

around thut they violate the nnti-truet lawe~ but alen, to eaonaciu 

If the t:i."'u0t'S 1)olicY9 trade union lead.ere ul:deretood. 

:; :)Ur00E whioh PI' ovided. it vJi tb 12 omei.;lhat more of tHl c'ven uhunae ()f 
2 

stavinG off u i on Htteml)t~ to vi.: to 1'11;:: h ~ ~)lloi;ti va bU-'-"'L:~uining" 

Pl'Ol)()ndcranoc of un:::killco [Hld 20mi ekilled ,-.-o:ckt:r~!, the attain-

mont of the u:nl')!l idoLl of f n organi::il11.:;' the ul1f2killcd" rnuld bo-,. 

come di:C;iIJult. 

1. 11ew :aepublic - I10V. 29 19.Vl. 
2.. Journal 0:::: PQliticn1 Ij{}tH1omy - :)eo., 1928. 
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It it' ',-r~11 knODll ths.t the rr ione hHVC fHl1ed to make 
1 

much headv,v:! in OVC;l~C ~Jr;l~.nr:' the trm;ts aefeneei; (open shop). 

for tho Federation t') hQl,ve joined early in the hU0 and cry thut 

arose in connection vii th att GUilt:.: at !1 trUt; t bu.;;; tingT? • But this Vias 

not the courSe tuken b:j Ol'Ljanizod labour. L1na, us 1l,ceviouEly in-

dlaated, there ~erc oODEiderutlane--u2ide from the very reul fear 

in rcctraint oi' trad,e--which induced lab ,)111" leadorE to l')ok asl:::unce 

in those indu;,::' :cio;'Z w11o .. ""'o Dt :mc time it had ~ttained; for tho u..dons 

.from cDmpeti ti:.m. 

The experience of eorne' unlon leadel"r; llE.le been ~uoh af to 

Inrge concern ie dCHIlinant.. Hnving ta}~en thiE' p':.)t; L'lori'l it if then 

:not dl:::fiuul t tD aUQpt an attitude of advocating and insti tutj,.ng 

l)o:;;ltlve union meLH.:tU'e12 a.esielle, to bl'ing abJut the ul timute climi ... 

nation of all but a ferJ 1tu";0 (j~c.pctitivc l;Ilit::. And~ :L'inall;j:, 12inee 

the ga:p bet';;cnu thiE ;::ittuiti;J!l and thDt of the tl"U~t il2 not dlff.'ioult 

to bridge 1 oG'icall~/, L, J.~eceL)ti ve attitude rntty be t8J':on tovmrd the 

true t itt: elf .. 

~:uoh a reoepti va att i tudo • it "vill be Db~c:rved, ha~ grt}.",'n 

out of the eoonomic p.c)blom::: of tho Uii.i::m; in arder t'J Juin the 

£3[;1i1io.r objeotive Jf highc.c ,{uges, .hortel" hour:;, ancl improvlJ'd 

concl1tione of "I"lork , oollootive ba.i."G'uining iE cleeired. Th(t trust 

1. Journal of' Politicol ~conomy - Deco, 19E13. 



canditiol1i.;:. To in(lu.oe or t:J compel the tru.::t t.) enter il1tO bur .... 

gafnine; relati ont! with or.ganized In b our lu no i~ i!.:J.ple :.'i tter, be'" 
1 

vauee of ~he obetaoles tho truet can devise. But the~c obEtncles 

are of dif. crant charaoter from those whl~h clovelop out of a dis-

organized market in TIhioh tho competitor~ are tmder ~uch eevore 

pressure t1 roduoo cost::; that the;] nrc con;.;tantly tempted, and, it 

may be, forced to eoonDmizo at tho expenr.:0 of I~JbDur. 

P.£:.\:\.:: 1 onali~ation 
--. "',-. 

Tho iZubjoct of rationaliut.tion in indmItry WUl-l a very 

potent topic of (CiecuEsi~n fj,t tho Plorlc; ECDnomio CDnfcreniJo in 

GenovtJ j in 19}~7. Tv,o genoral idco.:.: emerGed from tho d.i~cu1'2eions. 

by cUt:tom barriers, behind ~·tt, id1 nHti~,mal iJl'x.L'tele hml developed. 

cHil not c-:m~tituto a c:mrpa(,;t ;:l:ate but (Du.:it!te of' n numbor of 

little cou trice w;~ tKe ciJonomiu evolutioYl . as not ovon uniform. 

did. !:lot d'r)pear t D ',:,'e liJ 'Jme the aband ouing of ind i via uul fa tylOf of 

1. Jean 3. ::::piclman cEtimuted that three of the major agencies -
Pinkert ou, TIurnf: und Thiel ... have lieted us bid) HE V35,090 
men on their combined payrollE, operating 100 officck:, una 
10,000 looalbranuhee, Dith 75 veruent of their operotivoE 
under cover in vuri:>ul:.;' In[;')ur ;)i.',~tni:~uti!)ne - "The IAubor 
}cpyfl _ neVI Hupublic 1921. 



There could bo n:> ideu of Eurr:)unc1in~ the \7hJle of ::urope wi tb

ouetom burriers in order t:> protect it~ indUe try agatD~t external

oompetition, oe the Ameriuune had done. ?inally, Ameriua had at

and wae Dverwhelced with debte. a ciruucu: tance ',;h iu l~ compelled

ber to produce for e~:pOl't s inee, '::hen a u'Jui1try had L'J .!old 6vail-

able, it mUft eettle Ite .debte in IT0:>de.

Rationall~atlDD oould only be flo\7l;y a~hIeve at the cOft

of certain sacrifioes and by boeing It~elf E'Jlidly ~n reallticE.
1

u. Usuro (IDternati~nal I etitute for ~ciontific ~anage-

ment) eaid that fclentifio organization exclude any ideu of the

restoration of pre-war uonuitione, as It pae neoe~sary to take

acooUnt of teuhniual progree:e. whioh had c'J%Jletel;>' uhungcd tho

aspect of Industrial probleof.

Every Induetrlaliet thoucrht that hi~ o.m fautory was

worklnrr upon rati~nul lineE, othc~7i~c he Juld chun~e hie methode.

CertaIn eml,l oyc~~::. hOV1ever, th Clught thu t the maY-lm-lIn of ~'ati 'Jooli::.;uti on

corresponded ~ith a maximum profit for them~elves and they neglected

the generul 1ntere~t and the inte.ce12tE of the workers. .-cientific

organization, however, ae u positive forue. involved colloborati~n

bet~7een the eoployer and the workere.

If an uttCr:lpt eh~uld be made tJ oo!>rdinate the various

factories in a pUi~ticular branch of indut:'i.ry. it wae important

aleo to coordinate all the produ~tive a~tIvitle~ of the same coantry.

::aientific ()r~nizatI:m U1J.;.lie( equally to big undertakinge a:.; to

the emall and me ium f ized undertakinge.

1. World Euonomi~ Conferen~e - Vol. 11 - P. 141.



The A. F. of L. a~tcr it~ di~~utef with Taylor, had

aooepted the ne~ rncthJQ.

The mean~ of a~tion which U. LlllU.CJ th:>uf!ht .,ight be

reoomocnded c~uld be Eumrnarize in the f::>r',iula; InternatlJool

documentation ond l)rJpo-:-anda; national appli-.;D.ti)n. It was

eeeential to abanaon the fctieh of seoreoy in mllnuinc.:-la·in~ prJ­

ce::fee, "7:_i~h had Jnly been jw:tifiable at a period vm en the prJ­

oesses were purely empirical; scientific proijrese entnile that the

induetrialiet had un intereet henceforth in publiEl'1n.:i~ secrete

in order tJ learn the secretE of others.

In conulusion. the problem '7a:: not :;0 much to tranei'ort'l

the ~al,;tories as to traneform the mentality of t~~oEe concerned,

and in that way to work for an i.lprovement in the standard of life

o~ all the claeec~ which were intere~te, in productinn.

Two good point~ were al~J rrought to the fore by Baron
1

Shiba of Japan. (1) The national utilization of rCEJurcee, such

as the raw materials ''-ihich Vlore ef: eential to induetry; (2) tho

internatioDElli~;ati~m of standards in the mechanical an<i technical

fields genc:ally.

!he first question wae of the greate~t imp~rtance. The

new gencrati~n mu~t endeavour for utilitarian and even for mornl

reae one, to put Ull end t:> unneceesary waete of raw material::. The'

inequality in the diEtribution of natural 71calth Waf: the cauee of

the present disequilibrium and has alwaYf hitherto been an obetsale.

1. ~orld Eoonomic Conferenoe - Vol. 11 - P. 14£.
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It bE!ing neueEl;nr,; t:> aV'Jid any ~tefJ 'o.Jh h:h ':.i ~ht lead t'J mJn:ll.joliee

or impair the rurrr-ly of ruw mtl\C'rinlE ut the source, such ae uoal,.,....
I:lineral oil, und petrol; the free dietributi::m and ::nir UfO of

which mu~t be seeured. Moreover, the cuuntitice of theee natural

resources bein,; limi tee;. it ~laE advisable to undertake researches

with tb.,ob~eC't of imprC'~ ins methods of exploitation and use of

those and other p~oduct~. ~o as tJ reduue w8Ete to the oini.1m.

PaEsinrr to the second point, he would urge that the

etandurdization of raw materials and manufactured srticle~ would

have the effect of diminiEhing the oo~t of manufacture and sale.

The 7hird Internati'Jnsl Conference on 2tandardization wh icb hnd

been held at NeVI York in April 1926, had lUlani'.lou.ely adopted the

proposal t'J c~tab1i~1: an InteJ.--nuti:mal ;'tandurdization A~s'Jciution,

with the obJect of preparinJ an international n~rccmcnt on the
2

wli~ormity o~ Etundnrds. ohiefly by means of an ezchange of infor-

mation. This Conference had appointed a oommittee oomposed of the

representatives of seven countrie~. and it bad eent uirvularE to

twenty states in rnliuh there vere national etandardization or3uni-

zationE, aL;k1n3' ~or {he1r collub Dr~,t1:>n. BarDn Shiba recommended

the eEtabliEhmcnt of an international or~aniz8tion competent to

undertuke the unL.'1cati:m of etWldarde thl~DUl!hout the rrorld.

i7e mw;t remember. that, for the \'lorkers. rat1ona1iultion

muet not be uonfine with certain methode which would turn thee

into mere .·.11&88 er which WDuld involve overwork. An 1ndustry

1. The ohief reeourues that come under thi~ head are: Coal.
water !l orler, Oil. nntuj.'al Gas, L:incru1 Orce, 71mbcr, the ::-011,
jnimal Life - includin; ?ieher1ee. pai1ure to utili~e By­
:Producte--"The 7ragec1y of ';'78ete" , ·~tunrt Chase.

2. 1'1orld ·:c on omiu Conferenoe - Vol. ·11 - P. 143.
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better or3anized and more m~bilc rrcncrally react fav)uxably OD

wages and 1n the Ion; run in empl~ymcnt. TheEe efforts with a

v1~ toward~ or3an1zation and rn~bility can only be approved, how­

ever, if they are acuoqpanied by a system ~f aowpeneutl~n for

those who IDee their ecployment cl~ilar to that whioh ie adopted

by uartele in dealin0 ~lth ind~triali~t~ wh~ are injured by tho

oon~entrution of production.

It 1e a1eo neoessary to consider the effects of rational­

ization not only on production but on the peyoho1ogy and the whole

life of the people. In a large number of fa~torlce the workers

are the elavee of +hcir ma~hineE, and if ly rotl:>nali~ation \'lorkers

are obliged to furnL.:h a .3l'catcr sUl' ly of energy than before ,. the

number of hours of lab~ur muet be reduced, not Duly in the intcre~~e

of the ~orkere--but in the interc~te of production it~elf.

In order to render work agreeable to workere, it iE neoes­

sary that they should pal~icip&te in the contrJl of productl1D,

of dietribution, and of the whQle ecoDJmic ~yetem. The increase of

purchae inB poY,er must ce brJught nb Jut i- !.Ill inoreaee of warrcs und a

reaucti~m of pricee, i£ ratiol13l1:·;ntiJD L. to be ad!>:;ted.

Many draft reoOlllr:1end~itione Vlere 8vcepted, from the dele­

sates. on the subjeut of r8tionali~ati!>n. and a great deal of ef~Drt

use !3'iven to bettering the l' oe i tion of the workere. It v!se qUit e

olear that the con~cClu('ncOE ')f ratiJnall: atlon would have to be B.

reduction in the co~te of production, ~m inorease in wages and &

reduution in eellin3 prioes. The f!)llo~inJ proposal by M. de
1

PeyerimhD~f of prance, wee adopted:

1. World ~conocic Conferenoe of 192'1 - VDl. ~l- P. 153.



"And wherea.s rationalization must be applied with care 
in ord.or that tho legitimate intercstf of the workers 
may not be injured, and suitable meaeureE must be taken 
vlhiah do not L:pede the proce'se in oae os where it, in the 
08.1'ly etageB, may involve unemployment or morc ardtlOUS, 
cond~tions of Vlork; 

"And. whereac rat! analiza-tioD rec,uiree 9 in all that "on'" 
cerns an organization of labour in the strict senae of 
the term, the (.!o-oper>ation of employees and tho assist ... 
ance of professional and ind.uetrinl o.cgf:U1izatlone and of 
acientific and technical e~perts •••• n 

After a groat deal of debating on thie particular Eub.1eot 

of nrHtionalL~atiolln The Eoonomic Conference finally eubmitted a 

unrober of' recommend.ati ons; tho follOl}inB are ::.'£ foV! examples: 

1. Securing the maxir:m.m of2iciency of labour wi th the 

minimum ef:'ort; avoiding wuste of raVl materials and nf energy; 

simpll:fy1ne tho diBtributlol1 of oomm()ditie~ and liberating it from 

head oharges, and. the !nul tiplioati on of. super:fluoue middlemen. 

2. The increaf:od margin of profit obtuinnble by ration'" 

ullzati on our;ht not t () accrue ~ ')lely to the prDd noel.', but a j u~t 

propo:ctlnn 0::" it sb QuId be rC2erved fOi' the w~rkere snd. for the 

publiC" ill the .form of Llproved conditionE of l&i1aur an the one 

hand and a corl'e~p')ndinIT reduct ion Df price:::: on the ot hOI· hand. 

3. That the League of !latitme 2hnlld organize at 

Geneva a documentation and statieticnl office, w·hicb ehould collect 

all ueeful information hoth Si2 l'ognrdr: the nature and :purl;oee of 

il1ternational indui.:triH.l a~~roementG, and Ek rcgurde their <;on-

sequenoe frof:1 tho stanopJint of u::mClitiol1e 0:';' labour. their effect 

on 2upplies and the movement of prices. 



~hroughout the entire d.lscuesion at the Conference every 

cou",try looked upon labour as the most potent factor in industry. 

The canaIllE ion of prautically ea.;;h ind.i vidual Epeakei~ Vlas tho t with 

a satisfactory state of l£ibnur--eoonomic. problems would be vexy 

mild. Obviously the reEults of the Economic Coni:erenoo were far 

from material.. Internati unalis t:1 it! E till in an embryo sta.ge. 

However, the result:: of BUuh Conferences are jU2tif'iable in that 

they permit the lead.lng' figureheads of d.lfferent c ')untries to meet 

and. diecul2s mutuul probloms; t3 ~olve mutual (Jifi:i<.lu.lties. It is 

dlff'icul t to d.etermil1e \?hctheT l·l.ltionuli~ati'Jn VIill or will not 

get a firm faothol{l in inc1u.stry.. The \']0 rkcl:' is c'radu{,;tlly mnnifef.!ting 

himself in indtu:try and induztriul p2;)blerJe; it iE gradually being 

o;)noeded tb:)t VIe are not s t 111 face,; VIi til the economics of e ca~'ci ty 

but on the other hand, the economic;: of plenty. The ec(.momioe of 

production have fal" Dutdieta:rlCed tho eoonomics of distribution .. 

Ylhat ie nee'::ed 112 u general uiEtribution of ptu:chaeine power in the 

hunds of the public and. this can only be B<.lcompli£hed by a smoothel' 

procedure of production vvhich will eive ihe lul'ourer continual 

work. It is definitely only wi thin the p01dcr 0:/_' ~twh international 

oonfcrence12 thBt thi~ problem or l'Eltionali~;fttiorl can 1:13 E 01 vea .. 

Rationtllizat1:~'Jltowevcr f to be carried. on suocessfully 

must be offected on un internHtional sca.le.. Herein are we intro­

du.ced_ to the p:t-'oblem of international control of inc1m::try, i.e. 

the 'i1~rjrin~E :.Li· national undo internutionul cartols .. 
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C hap t e r VI. 

The term ,!artel O.G2igTIotee an aeEociatiol1 based ullon a 

oontraotual agreement between ente:epriees' in the :;ume field of 

business whlch f wbile retaining their legal inc1epenclcmce. a2f!O-

clate them::el vef3 \'"li th H view to e:{(!1't1nS a mOWlI>ollstl0 in-
1 

:fInance on the market. The only IHirt of thiE definition to vth luh 

.anyone may tHko exoeption IE the 8t?f.:umptlon thot the tendonc:, or 
the cartel is monopJlietia. Any suehoxceptiDn~ reste however. 

on poli tic;)1 s.no. not on l!cientific G'r'Jund::. Ullqt+e~tienably the 

treatment of tho (H!!:,tol in nny E'YEtem of eOf}l10G1ic theory mUE t be 

conneoted o.irectly with tho trentment of uwnopoly. Many pre:faI' 

this 1:: mer01~l a vague :rcnderil"lg' of tllB l2Hme 1d ca • 
• 

greater !lumber of the undcrtakin,j'f; wtiuh wore :.formel'ly competin01l 

ti~~~;assoo1ated in it. Cartele are oollective m'JIDp)lios of 

sume rC8.S0n ernployc;,:r; EU:l:auintLmE, in '.[hlah the l':'lembcr'2 (lOmlline 

1. JUnoycloporHa. of ~: ocial (:ciences .. Vol. III ... P. 234. 



The cartel mui.:'t: not be confuse, '<';lith tho \Jorner or the 

l"ing» A corner il1v:Jlves thebayil1g up of a COflLlOd i ty in the mar'" 

ket with a view to fOr0il1g up the IJrice. It is entirely mono­

polir::tio in its olJcrutlon Hnd Ulay lie launched by a s inrr1e in-

di vidual. II ring ie the a~~ i; QIJiat i ~n of i::overal ill;) i vidualE :;~ or 

the pUl"L)ne of carrying out a UDrllel"'.. ':;:ho di:~·. crenae betwerm the 

ring and the curtel cOllEiEte in the fU0t: that the 1'o}:'ooo1' if: l'nt 

an o:cganization fi'kla0 up of tho maj D .. eity ::;:C th::H:c engaged in a cer­

tuin :industry or t}:,ut:ie, 11ut an aGE ')ciatia:n of pel's ~nf: f frcr;ncntly 

E tr:'l1d.i:n~J outs ide of' the inti Hi; try or trad.o, \7hu th:c~ugh Epa cuI::!"..: iva 

buying Clay urcate ;},1l rn:tii'icial E hJ-'."tu<c und ttw::: ~_'ra;.'it :LaGl 

s aIling at til €I res ul till{~' hig'her p:ciIJCE. !~ l"in~~ il.: a ~lle\:ulat iva 

organi:::ation, D'Jt a u.tiJl1 0::: inocl:,('ndcnt entcl"prh:os. 

The cartel if; not, h 0',-: over , H :r'J1~8 ~f uapi 1:[(1 o:r:gani­

zutlon. It ie, tD bo sure, a ~anlfeEtatiDri of the mGdern mJVO­

t:30i1t toward. UJDCEmtr::lticm but :not Df' oOllsalldutiol1 of capita!,. 

In thie respect it dlfforE frow tru~t[o Cartels are not bueinees 

undertakin,j's in th0m~Glve6 even ,1hel1 they are closely :>J..'ganizod 

for o~lleotive eellinJ thr0ulh B ~peoiul 3sency. In this for~ Df 

Opol"utive with a m:.m.oiJoliEtiQ purl)Of:O, but 8.1)Urt" from thie they are 

no mora than c;mtra.;.;tuul aE::? ociati::mc t ,;;rbich ncel not assume any 

extccnul foru "lhutovcr. Par th it, :CCD.i: Dn th e legul c!1a.caIJtcl' of 

the (Hlrtel agr(;cment may vary '{:lOcl;;_ The ca..t.'tcl- ai:i'fcl"~ f:c om tho 

oro,inury trade a::::.:;ociatiol1f: by tho fact that it::;, membel'l;? ax'e 

obligated to u particular a...:tiarl or mirE:i.nn, \'Jith u vier;; tD the 

oommon purpose of' r(;gulatint:~ th: entire induetry. 
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cartels may be: 'divided into three basic tYl,)(H?, aocording 
-

to the method .by wl: leL they exert their ini'luence R(On the market. 

There are unrtele whoee direct Jbjout is p£ico flxinIT~ uartels 

which aiD at lir.litlltion of prod.notion or t:mprJly~ ourtele w111cb 

which may be oalled pri<.:e {Jul.'tele ~ fix by ilgl."'l cmcnt either d.ofi­

ni to uniform prioes or minimum prioei:: t thurzelimi:nllt ing Vric G 

duction ourtelE .I'e~triotion of output 119 jointly ugrecd. upon in 

duction uHrtels a:ce J:cganizod eEpeuially in time ':If bueine::.:s 1'e"" 

l)l"ice~, are u;;; uully p.H: e ible onl~y \/i!en })reocd(~d by l'C:E i.:riut ion of 
1 

output. It is f;; amctiffics agreed tbut the E'evc:cul purtie;; com ... 

definite period or operute it 8· U f~cc,,\iJn of itt: full (.H1J)[h:ity ... 

In receilt timc12. fol1ovlin; tho precedent D:i: th~ Amcri....:al1 t_cm:t~~, 

oartels Ii: omctiL1cl: ai/:!mnutle tho .e1Hnti: '}f the mombor£ wb;) o],crate 

oontri.butiow: froG the rCI:lainin=; fIlcflbors. :2ometi :O~ un o:::tubli:::h .... 

10 The 11 Intc:_'nn t i onul ~~tec-l '~ntentQ!T f!)l"mod in 1926 includ ing 
steel pro{lucers in I<'ranoe, Belg'ium, Germany, Luxembur:;-, 
the SQt;l.l" Basin, Austria, HWlgury t Czech 0(:'1 ovakia, ano Jugo ... 
Elnvlu, controlled 4:;;.5 pcrcont ol' t3tnl annual world'~ 
producti:m of I'm'" 2teel. It madc no cf.' ort to fix IH'i(;ee 
arbitrarily, but ondoavourocl ta etabilizc them by rO;cltriutlng 
production - Ind.opendent, July 7/28 - International Giants 
of Indu:::try .. Fe 3. 
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ment is bought by a cartel for the pUl"J)oee of clll2m!mtlius it. 

The ctlrtels operating throu:~'h di"t']uion of te:cri1:nry £tEsi[5l1 

definite markets excltu! ively t [) certain of their members. This 

would make tl c')mplete m:m'Jj.i)ly pos-eiblc if every member could 

terri tory t!) :;r~t:ll)l1 ~f it E member::: not to inai vidual member:;. 

Frequently all ord.ere arc !'ei'eI'l'e(; t') one E aIling 

membor~ of the 0ul'tel by pOI'ccnta::'EH: fixed in D,[Jvunuc. Or the 

:profits may be poole and divided ar,nn'!: the mcmbcrehil) in <.1e:fi~ 

merged. The eellh1(" L:Ylldieate takee the prodl.wt o:i:' the mOClber2, 

eells it anii distributee the proi'it~ aE agreed Gn 1tl ~1dvanco. In 

general it may be eaid that the{:o profit fdHll"'ing ca,ctcll? arc a 

e.:-:ample. ill many of tht: bran0hoE ()~. the te:E.t 110 indue try.. They 

do, however, play an irnpn't<.mt l.~C)lc in. the il"'Jn indu.;;:tl";Y. III 

addition t~ thce8 specific cartels, there i~ ~till another fJrm 

diE < .. :!Hmte t coett: of pat,;k.in;i· and the like.. ;:;uch item:; <J if nat 

d.etermine bya common undercta.ndil1{,!;, mi:ht CUi: ily make pl.'lee 

nectlon wi til priue and !JL'odu0 {ion 0nrtcl;3. 



1 
Germany i~' COll!;; ioored. the ulal; sic land of the ua.etcl; 

it ie in Germany that the movement bac nt uincJ itt' g:rfn,tcEt 

development:.. This may be explaineil partly by the ,a..;t that the 

German law ie more fDvom'ublo to cartcle than that of other UOUt;-

trice especi(il1~r fingland Hl'l.cl Amerioa, and purtl;} by tho f'aut that 

business in Germany bad not Brown away from [SDve ,'l1mental uontrol 
2-

and organization fa any such extent as in the wOf:tern c.ountries .. 

Moreover, there has Ions been in Germany tit etr!.lll;§ tenoe1l0Y, to .... 

wardE mutual Dl."ganizatian. Capltalh3tio develo,;ment "78S by no 

to play eo prominent n i.Jart in the natLmal cGDL10mic life. The 

majority of German, enterprices is still in thu hanol::' of individua.l 

Ov'1ners and the 0:;~tablii:bmont of rnodeet size the prcvfliling t:;pe" 

There a:C'e E'ome indu!:trieE in ·,'lhi;.;h 0onaitl'3ns are un-

favourable to the develoI;ment of cHrtel[~. This ill tru.e of o.g1'1 ... 

amplcs. In thi2 in(justl~Y the cG811omL: unitE al~C to:::. nur.ae.c:lur, the 

vuriety of pl'oducte t;,o SToat, dif:fcl~ences in :juulity o:f In'oclucts 

too markeO. uhHn~:'eE in the qu;"ntity anci (~uali ty of t bo hUI'vo;:"te 

too prol1ounood., to ad,mi t of a col10;.;ti ve <-<outrol oZ In~oduut ion or 

1. The Encyolopaodio of Sooial ~oience - Vol. 111 - P. 2·6. 
2. The Hhenneih Coal ;-:cl1ing :\yndieute diEtril:utcE order~ re­

oei ved. tor German cool Ul1d fl:£{cc the E 0111113 p1'100, b'.lt tl)(j 
coal ownor can make rlhot extra profit he li1:e~ by rational­
ization of pr::>ducti;m. the UcO oie by-pro(Ju0ts, etu. On the 
other hand., he cannot und,crcut hii;; fellow producere who i'fork, 
·perl::.ops, in lee::! favourable <.;')TI(liti0112. PortnL;htly" "The 
Case for Curtele n H.C. Trench, 1[arch 19f:>O, P. 355. 
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prices. Indu.stries in which qualitative dii'1'crenoes, uriic:u.e mod elk:. 

and. pa tterne play 0 large 1"01e, nn{l in ';711 ieb the reputut ion nf' the. 

indlvidual :E':j.rm iL' tUl important f::,.;tor. Uf!. well as indu;;trier; \i7Liuh 

oater to a demand. orented in large part by :f~l(:l;i()n9 are not 1;7el1 

adapte:. t {) the operati nne of the o(irtc 1. On the other hawS, 1n-

duetl.'ies in ·{;tioh difforoncee in quality are llniCJp0rtant and mass 

production prevaile ~uch a~ the piG' i1:'Jn inOur:try D.n:~; certain Jther 

ourtall: .. 

The proteutive tariff played tin extremely important part 

in the development of the oartel, thi'JUi~'b r,·::;trictinB' f'Jreign 

oompetition in certain indu~trief: II :i3ut a protective tariff ie not 

a prerequlelte ta the develnpment of uartele. Intcrnati3nal ear-

tele are pa~eible independently Df the t riff eyztem. 

an inpotue to ncrl CDmFetitinn.. In con;Jcquol1ce they are unccr::Jld 

men have oame to rcc!)~mize !:1Jro and lTI:.'Jre clcnrl: that it Ie more 

II 
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for certain eav1'i::'iueE in the part ~f their members--above all.

reetriotioD2 up~n their indepenocllcc of avtion. The members are

bound by their ufircementl;. Vlhich at timcE inv~lve ex~eneive in­

terference in their pl'ivote mnn,[Jrremcnt; they Cln::t eu.bmit to mcasurc.S

o:r control ·"i:h:c. fre _uently effeot mo.:t intimate r!~lationf of the

tu.e Inees and in thc OR.:e :>f the firmly organized oartel the :.1cm­

bers ~i'ten hnvc t~ transfer a coneiderable part ~f their bu~ ineee

aotivity. partioularly the bueine~e of Eellin~. to the syndiuute.

on the whole. the oartels arc ooneervntive and operato

to protect tbeir v;'culrer mc:nbcrf. ~f o~ml'etiti,)l1 incrc8Eoe in In­

teneitYi capitalL tic ooncentration BJld the elim1qtloD of the

smaller enterpriEcre u)uld. as the e~~iali~tio formula a~eumec.

prooeed more rapidl;;.' if the cartels diu not e:;-ert their con::Cl'va­

tive ini:luen~c.

Yet it oannot be Enid that the oartel~ hove cheoked

eoonomic pr0S'reeE lJr t·hu t they huve ::: r.rvc Ii merely t·) secure for

existing bue inee I! es ae hi'"';!: Ilrofit~ a~ p al;f! ible. L'he chal.':::c that

they have hindered teohnical pr!) :"rc:2s i .. n()t bOl."ne out by ex­

perience. It remains t~ the interc(t of every member ~i a cnrt.1

to introduce tcuhnical i~provemente and to reduoe oo~te. The

cartele have samctim~~ fflven an Impetue to technioal pr~rr.reee

thraugh mak1n3' avsilal'le to their entire oemberehip--inventi ')ne

that WJuld otterriiee h~v~ been m~nopolize: by 8 ein3le busineee.

That oartele are not an obEtncle to progTee~ toward new ano. hi:,her

types o~ orgnni~atlon. but merely reduce the h8rd~hipE o~ the

traneition period. i( proved by the fa~t that there bae been a



marked tenderwy under the influcl1.;;c of the cortel t o';'!& rd. the 

o ombine.: ;:11.C cons ali(1ntinl1c. 

Tho ca.'):,tol:;; aro rl0t dire(;ted ft:!flinEt lai;onr. P01~ 

dcaliu:; with labnn~ the membcI't;; of the cartcle nVt-til thomsclvee 

of thei:orvicce nf the eml)loyor{: a~~2IJci:Jotion2.. The 0artcl iE 

often beneficial to labou:c becaui~e it belpE trw employers to 

meet (1emande. for hi?'ho:c \7[1.;0;",;:: by rail: ins prices anI) thue ::tL ting 

the ao~t to the CDneumer. Thus it iE cnnueivuble that where car-

tela ~xiBt the r.:tru:-;rr1e bet"l7een 0B})loyerf: and omc1:Jyoee may dim .... 

inish in lnteneityo 

The Qhi(~:r ffi011HCe to cl.;ol1omiu f1o,_det;y fram the QH1~tole 

11e$ in the :t)oi2sibil:l. ty of their makix:r~ full tlec of the monopoly 

poeit1.on they E·eek to fH:tnhlL'h.. If their Ctll::t')ITlcre f ci-ti:lcr in 

in tr:'Hlo, ar(~ tlH.:m~cl va E ;)x?Dnized in cD.:etcle 1 t is P ~12~ 1bl0 to 

pasf: on to tho ultL:1Vtc crm.fumer tho _,:J:'cesure HCQulTIuluted all the 

way from the pr:.)0UCOr ofrm7 c1ute1"'ial.. ~':in0o it i2 the ultimL~te 

oon~umers whJ find the Jreutczt diffioulty jn DrJQnizin3~ they 

run tbc]'1"CntE'ftd02L oj' beo Jm: ns tho victiG's oi' the l;;"O,)(:es. The 

mostof'feotive mccm13 :fn' ;;-,c:'<:·tint; t;,i~ ;;-ituutiarl is tho pU.l",;ha~illg 
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oouragod" PUl'ther diro0t sta\G intorvention in the matter of 

pricoe ~ is al~ 0 neuosi.: t>..ry U .dor uortclin cOllcli ti on!!. 

The a • ..;tlvlties- of the uartol are lut,h()\,lever t un u, ... 

mixed evil from the customers j)oint o·r vio','l.. It 12 to the g:~ea.t ... 

OEt advantage f.)l all uur.: t OCle):"';;· that thrJw.:;b 0fh"tcl price :t:cITula­

.1:i011 they arc placed 011 un oqw:11 ::::-OotiTli~. lID Qne can SG.;,;ure raw 

matorial:: or :flnL:bca. prJduc·t(; ut a lO"'7oL~ p.t'i;.;c thun hiE com­

petltorf2.. In so :fnl' at: the cartelf: n.\.']ccoae in brin,';ing ah ;)ut a 

{jr."eatcr etuhility in :prioef the CU:zt)DCl.' finoi,;' it ~i;!.'ler to f.Juke 

caloulatiol:"lS and hie l'u~ineC's pOEitinl1 if.: uODt:G{juontly more eoaure" 

Moet cartel/.,; have a natural terri tor;:,.- in vrh i(;h. up to 

uertaln ~riuo limitE, they are ~rDtc~tcc v:ain~t Jut~ida uom­

j,jc.tlti')l1 by thoir fL..vantage in ti..'anGl.!0J:'tatiol1 {;oct~. Outsido of 

tbi::: tC':cl~itn'Y f vlbcrc they havQ tD meet ti~e (;,)L", et it1'm of other 

pl"oducerfJ t they h~'.ve t.., f;oll H t lor;e:i:' l;1'ices _ In the uHE e of 

·nat1on wiDe {;u,t'tel~ the internal mu:dtet ie oi'ten Ei€curc againet 

C J:;lpet it i ~m ,;; i thin & 0o.rt~lin prioD lc:vel ~i(:te:cuine· by thcl.'a·t;e of 

proteotivQ dutic~. Outside of tho protoutcd nQti~n~l wi~ket the 

lO~ler 1~14i\J(:f~ 0:::-' t::o ~'Jol'l{J clurket i)l'cvail. 

The mOllop;)listic p02iti:JYl of the c::.Lttelc offer a ~:fL"Gut 

inC'2ntive to the e : cntLm . :;f' p:cJdu~;ti:;:n.. :1.rcqu8f:itl~y nor: cntar­

pris e;:; EIlr il1:"i np Dutelde Di' the -uHl'tel undo u)Lkrb ic1 1 t In all ef ... 

f:)1·t to oapture pUl~t of i t:3 (.m>.: t ::llil. The (H.u.'t(:; 1;;; employ v<lri Due 

means to uomout i..:uuh out:;:ide uQ:l10fJrn:::. In part they end(Hlv:.mr to 

put them out D.:.' bueinc:':12 by the method :)1' uut .... ttroat uompotition, 
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fixing (ixtraord.lnarily low priceE wherever the outeide oompetitors 

appear.. Occueionully o.ttemI.)h~ are mt:de to bu out the::;€! competit ... 

ors a meaeure \';hioh can" of COUrt20 9 be 1;l.)Y,llie only to a. limited 

c::tent. 

The prinoiple weaponE C[aployot] by oartclt~ to maintain 

its m::mopolJ pnitiSln and to :;ul'preu;: c'JrJl)eti.t5.:m, are the C:','l;­

elusive uontraut und ezclueive trude ~clatiDnco The2e uDntraute 

and. agreements aI'fJ direutod aguim:t tho :m:t£'ide uDrJj)etitn~ but 

the 0 bligat i ans :i.llv;)1 vee are bintiin8' ~::.il;; l.l~) O!1 t!.;(' but; lne:: (OS 

\,,11110b ~u.Uply the cartel with :i.tf:! nu;tc:d.ule OJ.' take ite Pl';)-

duute. A e;rcomcnt:: ;j:f the e~'Hne nature muy he er.l.ployo( t:) tie ul1i:Jn 

labour t:) the uti:ctel.. ~:ho P'::'OdUC6l" of' raw w.tteri~:l ~ the t:I;'fjQC 

uo:ion or the In.u',;butcr 'Ji oartc'l productE if;; bound by the &ffTee ... 

mentE to <10 bur::incEs only vlith the 0fL':tcl" Theee a;3'l:'CCmcl1tc nrc 

difJ crentinted. a:: 0 .. C1U12 ivc buying or zellirVf CJ1'ltra1.;ts" 

Such ugl.·eementc are especiaLly ef":'ectlve men.zures :for 

foroing the outil ide!' to j D in the cin'tel, jUf;t a~ the rai'uEt:il of' 

union labourers t'J w::Jr:: r:ith non union men i:;; an effective means 

of foroing the latter intD the union. O:,·t€Hl tho me:t~e threat of 

aDplyin:::;~ the e)~olucive o~:lnt:r.riUt ie 2uf· ioient to ind.u0c the )lit­

siders to join tbe oartel. When the c:wlucivc orr!' ament is 

aotuB,lly put into effeot it may Li l: arne OirCLmlEtance~ ruin the 

oompetlt:Jr. In spite of tho inclinati:ll1 to pass a severe juCi[Se­

rnent upon E uch businee;; pra<.:ti<.:e~; , it mUle t be bo:~~nEl in mind. that 

the DutEider who i:2 hein'" U:.CUdlOd Ju.t ue;;;crvce little eymruthyo 

I,ike the worker who rcfut;ea to join the union he remains outr.; ide 

of the orGal1i~;ution with tbe hope ;)f profitin·· l)y the higher 

prioes it eEtabliGhe~, v.rLile av?iding hie ~hare 01' the OOf::t of 

maintairling the o:cc;anL:at i:m. If all bue .Lnes:: men purs uod a 

similar plan the recrulntion of any·inductry by means of mono-
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p'o11stio aee Goiation would bo irnpo::s iDle .. 

International oartels have acquired fl greatel" import-

rulOS, partioularly d.ul"ing the lo.st deoade, and mt.ly o.Qnfldently 

be e:Al1ected to attain greater importance in the future.. Parallel 

wi tll the eetubl.i.i::ilmont Df int> rnational cartelE il.; the dovelop .... 

bral1ohes. The~G OOl1C:-Jrns may i~ their turn unite in j ntE.1rnativnal 

oartels. In the uaee of cartels bseod on diviEi~n of territory, 

'flh10h a.re the rno;;; t c:Jmmon foro of intcrnati Jnal cartel, evc:ry 

(;'Juntry rQi:crVCs. its (mn territory t:) it;;elf.. Cal~tol~ of this 

type u;ce os(-:entifi.l1~y independent of nationul tariff sye'temli.. The 

limitation or p:coventiol1 of dumping.. :t:'he Gal':'telE c:mtribute no'" 
;fj 

thing hoowever, tor,"urd a m!)l'O I'Lti:mal di'Ji~ion of Inbou.L' LU:1Gng 

different c auntrio::. l,ike tj~ e p.c 3teuti ~11 tUl'U':f they EL:e):t a oon-

oGrvutive influence in helping to preserve home indui.:tric~~ whether 

or not Eu.;;h indu::::trie:.: can be conduoJted. at! efficiently and Geon'" 

omioally in the cowrtry in gucEtiJD BE in other parts of the world. 

saour! ty it 31vci,; t:; tbe nati::mal ~nl't01 v71H.m the latter eed~s to 

The ~3Wf;; i2h lln.tah Trus t rcpret.:ented a unique e:mmple of 

inte:rnat i ;:mal entel'lir ii.:: e Vi}} tuh u :mtr Clllec1 the maj or part of the 

worlds !;u[,ply of a,' rnuicohold Hi.'ticle of' (~e:ncral u:3llsumpti:m. 
1 

The meth'Jd of organL;ati9u of tbis in.tG.cnational concern 

1. Repre~entative Internatianul LsrtclE, Combinos, and Trusts -
William F. liotz .. 
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was equally unique.. .A parent company domiuile,_ i,zl Sweden t The 

~:ven3ka Tandetiokefuhriks iL,B .. formed the heart of a n0tworJ;;: of 

business interrelations vlorld 17ida in e:~tent.. l'hr:m.j'h VHl'ious 

holding campanio:.? thiE concern O!)i1tr:>llea ahout 150 match f'ao-

toriof: in ;~!.) di i'erent uou.ntriee .. 

The whole undertaking al~o fun0ti '.:mcd. Llore aE a oombine 

A tbird feature c0nei~ted in the a~~ulEition 0; mono-

poly o o l'lCef26 inns for tbe }!l"oduutl::m 'Jl' ealo J::- matc;hoc in U Humber 

that the oJmtlne telJ un intc~e~t in frJrn 10-75 % of the total 

Prior to the World. "i~H" the ~~,;,~\!edid1 mutub :tndu~tl'Y waE 

en ply of raw L1tlt rials;, c12pouially aeljcn 'Noaa and ubet;;~icalE" 
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conQcrn t eitahli12he elo0tr:>oher:lical \701"'lr12. It 61::0 acqu.ired 

asteneive forest rlgbti: and even pUl:0hased a majority of the 

stook of a sblpping conoern. 

Th1~ v01."tiaal eX}}UJlei:>fl eontinllc eo that tho E;wedi.eb 

match induBtry rlat: virtuallJt' independent of f!L-C ign l::'up}illef2" <1no. t 

beside!;, had lllmo::t a mOl1oI)oly in the manll:factul'0 of macbi:1'i.ery for 

ClHllUfac:tul"ing r;iutohes .. 

The Porenuda SvenskU-ll.B .. ViaE orgvnigcd_ by IvaI' K:reugnr 

in 1913. a com'binutton 0:£ eight llnai'i'ilinto{ :pl[mtE.. l)UrlnG the 

y;ar th iE c ampHl1y ac(~uired it t: or iCE of l1cv7 . lante und in 191"1 

[f1ol'ge<'l vii th the JC'l1koping into the Bvemt:ka Tand12tiGt:r.:fl.lbricl.::.:: .A .. B .. 

It ultimately becam-e the dominant c:mcer:n in the Glat0h indui~try of 

tho world" 

KreU(s-er :na:zt f:n::'nH~; a super holdil:l'j company, the A.B .. 

Kreugor and. Toll, ~;tDokh DIm, which h.ad a c!)ntr 011 lng' c t 00Jr: intc:;.'cet 

11,:,; the earlier holdlrlLr OJm:plmy, the !)venska A.B. ae well as in 

numerous other e~tort;rie eE af an il1t(~rn.',t i ')1'101 ebaracter t inoluding 

8wedif;h power Innte FinniEh'construu1;i;;n c~;nc(;rne~ ana. lUi'GO ret)l­

N:t.,(te u"dertakin.:;E 0 

In 1919 a subsidiarJ, The American Zreuc;er and Toll G()t~:p. t 

vm,s forme\. J whh:l1 developed lnt 0 an e:.::tenE i\'0 :;:Jle12 die t:ci but ive 

agenoy l10t only for ;)1;700 i211 rna t uhe::.: 9 Imt HIe {) for various no"n 

foreign epeci£!ll ticl:' 9 u!:omiuulE, d:CUf~S 9 una other o:lmuud ItifH: .. 

:-:-:wedish mutuh manufaGtureri! c one is tently foIl ~wed a 

policy of keeping the foreign rLwrketinr..~ of their pr'Ji.Jnute :in thai r 

own hands. In line \vi tt tb i:.: p')l ic;{ the;7 elicLin~;ted ti~e l!liddle :nan 

and d.QvelopeC their ;JVlll t.:alci.: ~J::2:[n'1i:~atif)ns in fOl'0ign uou"t:cietl, 
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including India., where a Epeoially \'7e11 organized sYBtoaw-ae 

ostabliEbed.. Coni:idcTtlble uapital vm:: required. fJ.c the set­

ting up of' this mm.'kcting ffii.lchinery f but the reeul ting l:u.£'i11(;ce 

a:zpuuC'ion ie i: aid. to ha7e fully vlt-ll .. ranted tL' L: he~-..vy inveE: tmont II 

The ;:'YiedieL match ind.uetry be -an to pen('tr.~!te fOI'e:i.i!11 

markets 'and to acquire prOr}C~'ty .i.'i:3'ht~ in foreign ylantc prior 

to the World rh.rr Q Its rapid intel'nati Dnnl expum: i:.m, however, 

:fell mainly in the ycarE followin::' the farmntian ~L~ the ~3ven.eI{,a 

A~J3. :J.1:1' 1917. prtor to the V'ltir .the FiwecleE o;.icrate:d branch l.,lente 

ill gngland fInd .E11r:·,lund.Q 

Tho hiEt nry of tb(; '~'r\)irJth o:t' the ma-[;I,;h uL:ctcl i.e fJ.l1cd 

wi til a ce:ctaiJl amount of r )man0e; many ~(}d.8 \'7('1"0 cl1i:.;:-n.mtored. 

and. con(;ttored witt: '~eetul'(le of };hrev!a.ne~~ and. H great «('ill of tlip ... 

l'Jmaoy. DOl~t of l.tl2' prF7erfJ wero tied up in its m)l1)p.~)listio 

LJDsition 1.n many countrioE d,ue to lnrge l.oanE ta the governmcnt.s 

of a IH:U'ti0ular G:)'llnh.":7., PoppinG' the:1 whole instItution sat 

Ival." Kreuger-"'a mar:; tel' mind; a. Euave a.nd diplamatio rule:i." of a 

giant concern.. ~7hel'l the Vlorld heard of Kreuger· 6 euioid,a the 

prese displayed ib: I)otcnt power in moulding the publio mind. 

Krengel' WHS prnir.:ed and. d.utnne in muny tongue;:.:. Tile trust "'las 

proven to be aE a baG' of covetod uir ... -breilk the bag Hud the 

(}ovcted air beoame:.: jUl.:t air.. '}hen Kreuger (lied y many KreU7Cl' Toll 

certificate! ~euaMc JUEt pape~ uertifi~uteE. 

Let it never lJe suid thnt IVHr K) .. "euger (lied "a man un­

done" .. Ire WB-I.; a;SfJuiu.e to ha.ve croated. a tl"U~ t u':'u .. 'tc,·l af t'uch 

magnitude... UnconeciouEly he left a t}"reat lo~son behinu him. 



Whether future government:;:, financier:: and e toul~ oert ifioote buyers 

will have leamet; a leEs an fr:Jrtl hii: truEt-... 1E ;yet to be seen. Either 

Kreuger ,,vfae oonscientiouely ton ambitioue or ooneoientiotl~ly too 

big €A crook. However. it ie well for prelEcnt and futuro cHrtelE 

to glean (;orreoti'Jn frDm ; is errorE; to keep within their s})bere 

of bUEinees.. The Euce081:: of (.;nl'tQlt licE herein. It. iE only when 

their inunediate line of bu::; iner c, that nwh ruinoUE michu})c Ul}P(Wl. .... 

Many po ople are inclined ali:bYs t () ~ eo tho idEm of 

sooialization". It if urged that the;:,;' Eilonld be t~l::(;:):')_ !)ver b;y' tho 

public operation.. la€ll"x·s D.E6UOOlytlon that the C)::lFe-~-itive struggle 

lcacls of necessity to a Growing c'Jnocmtratiarl of entex'pril;les and 

to the expl:Jitati::m Jf the ma.Et2eB 'by a fow SUi"viving great bcu;:ineeeee, 

which "Nould have to be expr:Jpriated by the state, has not proved 

1. tfclf valid. Illdeed. tho tandency of tho cal'tel it;,: elf iE to pre .... 

inovitnb1e by lIai:'x.. ,And, evon the concern;"; :.incl tru12tc will become 

anu intel'n:tiol1ul, \7i11 long rctHil1 the L)')citinrl of ';rctltest I.:'ig-

I 
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C b apt 0 X' Vll. 

The Control of Trtwts 

;':-inoe the firEt Gorpartltian laYJ was ptil:~ea il1 the United 

,2tatee there hnvc been sharI) re::entmentf1 R~~ail1l;;t combinatiol1e of 

can history ie full of' pnrtice t ;::;TaUrE'J and m')'vcmentt~ built up ~n 

Nevertheless, bueinass 

by eoonamic as ',;1011 cUS bJ :volitiwul Hnc1 le~r81 inhibiti:n:u.'. but over 

~:;omo bnf.:-ineE"€ unltii: have already reHuhcz, a size whoL e i'tL:ther mc""' 

Bigger bru:inesE oOt::1binutiont: should not be relished unless 

be haraeseO, but I't.l.thcr that ho Ehould be held u0oou.ntable by authority 

to a eouiol uode. 

ohal"u...;tcr and. iti2 It10k oI.' amenability to la'.) nIl ran O~HlnteJ: 'to . -

AG1criuan id.cas of j u:: tioe and lcenli ty 0 'rhe OPiJ Di: i ti on rapidly 
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ga.thered ~trencth unde:r the Pl"'0 IGSu:ce ')f lj ubli<; t:cntiment botb the 

the oampai3n would be fought out an the turif'f.' i:::Eue--insertcd. anti 

truEt plank;:; in their re:::pcctive pre~ic1ontial platform:.; in tht:! C~IU-
1 

ventions Df ISDe. ~hiE sution later bore fruit in the pS2Evgc of 

the Sherman Anti TrUl:!t iict of IH90. In the f:lcantime the e tnte 

legi~lature had not been idlc. The latter ci~';hti{j;;: and early 

snopt the. entire c:m.n~~ry. 

Carolinn, Iowa, Xontuuky and. Illin')ie "acre c')n2~::i.(.m'JUI2 lcnd.ci:f in 

the rJ Jvemel1t. By 1894 the Etatutc b ~):)kE 1)£' [Ib Jut 20 ~: tates E h o'iJod 

legif;latlon ')f one ki.nd 02 Oli')ther looking toward the oppref'slon of 

trilEte, pJolc, and ~tbcr comtlnutiJnso 

In effect the '~herman L8.\7 dGulf1l.'c~ tJ be illog<11 "Every 

combination in re:::tl"uint 'J:f trudc!l and :tt f~l'bHls [llonopoli?ing or 

that it failed t'J define spccii'iually y.'hat iE mount· by re2traint o:f 

the coti.rt~ tJ decide.. As a rOEult of the chanc;l:n~ attitu.des of the 

courts. and. in E;)Q1G ca.ee~, appa.rent1y, c~m:flictinB' opinion, bu;;inees 

I. The Ind.epend:ent t bleb. 1928, P. 114. 



Dr illegal. The law docs not etate the eoonomio evils it was de'" 

eirrned t;) forbid, but it ii2 t~Plw.rent that E11ecifia evils were in 

visvi and that it r:ar: d.irected ag::fil,1neJ; th0 oppression of oonsumers 

by und.uly hi[i'h pricee anii. of oompetitors by- predutory and U.ll-

eorupulOUE businoEs methoCE d.esigned t::J ruin them. 

hanced by the deoiEi~nQ of t.he lower GauTt:;: in the ~~meI'ican To ... 
I 

bacon Co .. und the Stunclard Oil Co. cn00S ~ 'lib leh ;:JD.ve the Sherman 

Act a most extreme interpretatiJn. Thl~ sta~c in the attitude nf 

the decicion oi' the ;::;upreme Uourt on the taJh;(wled Toba0oo unC Oil 

the court that the bue innEs vlOrlCl felt a dir. tinct r; ansa of relief" 

The throe l-);;' in.; iiJleE involved in the "rule of rc&son l1 are 

-1. ~Chat a cow:: olid8t:Lm of C O[::pot i torE 10.: not of i teelf' 

necessarily uLhmful meroly becum: e it ':;0 ul(j clLiinate C Ollpct .Hi :>n 

to bUf2inec;'2. 

----l 
1 
I 



the n\('Jrger. 

Thus thel;e is npIl(,Tontly no 11'::lit to the £line ~f ~Wl 

a:;-:fOQt tbo t:t~tlle :>f j,~~(jni:;tbi[tl m(Yl"~n"e -In '; hell" tnt(':~~t ::jto ~nd 
1 2 

:fol"'&iij!"! ti:tide B.ro 'tbe GlbVt~l'1 cat ant1 tho ''Yenh P{){OO.l"onG Act .. 

1. ?a.eeod bl 1~14 "'" urH]ortakec to ;JE'rir~e with l~r;:'(ltHl' prc;;:$~.( ion 
oortail:l typf';~- 0::' cJnEr~irc;u4 ;)l~ iJ:r()b1nutt~n In rer:tmlnt of 
trade which ure punishable. OrlO 'J:i: i~li "i'.'ri.n;;.;i'iul LU:'. !)cee: 
t":'a<:! t"'. "',t~~.4v,,:t;o W~.;;~ it c.·::'''{n'''' ".~'{1f"t' tl"'('1 i'~h;"""m .. "" ;:'-",,:J ':'f'inh'l''''''''''b.'''''U'"' .. ow ., '" _ ... ' .. " ......... , ~ _ .. ~~ __ .. _ .b..~v .h .. LA" _ ", ".~ _. ~ ~.'.~.," •. """". ....J(.,.,. ~.u".,.;.:to. "" 

$lDll)np: Labf,}~r(~l"e f:n.· ttlf~ ~,1' ;)Oof: of a .... t;lfvin·' 10':1:$.1;;1.'_,,1;r0 tx'nGO-
....... 1 <'1<;; ','" " '~ ... ,.-.,', e (') t'~ . " , 
~ 1I#H- 4.-'\.:t...t.I/' u,~ ..... ",., .. 

t. -;'tle-~ed ill 1918 - r)(\t~(Jit:; afJ~;J~lul iJur: i''Jl' :;,('3 PH1"'P')~O n-f: 
foroi6ll 1a'aGo 1iihiuh 'DJuld t:c .llle,·~ul i.r,; intornoJ, tl"u.do,. 
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gl'Y" to the end of preventing freeu:>M of tradln~. through making

it iQpoeeible, by fair meane or f)ul, for c~m:etition to arlee

and suoceed in the face of m~nop)ly.

Ae a matter of f .~t, thcLe can be no d~Ubt that the

ablest bu~lnei:'; men have learned th-nt unfair, unecrupuloue, and

predatory attvcke uf~n c~mpetition are nOTIhere nearly Sf ef~ective

in mal! inB j!rofitE 3f skillful, coon'lClioul o)cration. It may be

tl:at bue inef ~ men h~lVC sUd.denly eeen the light and be come C'ln­

verted to a hi','h etande.rd of bue1neee ethics, or, Sf: seeme m:lre

lik.ly~ it may be merely enli~htene solf-intereet that dictates

todaye l)()lioiee and methode. .Again, it ie ocmeidered apl~urent to

the th'lu~htful obEerver thp.t ~,ethical practices nre far m~ro oom­

mOD in the emall ~uelneef tbaD"ln bl~ bueine~s.

Generally epoaking, the o'luxte ~eem to underetand that

modern bucine~s mereers are m~Et often f')r~ed for the ~ake of

realizing perfectl~/ pr:J~,er ndvontaf~eE. ui:ually in the way of

Gconomiee of produotion. diat:ibution and adminiEt~uti~n, and that

the~e advanta~eE ilre rCl~e(-Cle not only to the bencf1t of the oon­

eDlidati~ns but tJ thut of thcir employees and cU2tomerf - which

i:: to st.y tho general public.

Canada aleo hu~ a epccifio etatute with relation to thie

eUbJect, ~~mely a 1[~7 knmvn ae the "Combinee InveEtlgation ~otft.

In defining what shall ~c deemed to conetitute unlawfal roetrnlnte

or trade, the Cans0ian la~ in lnnBUSCc declaree them to be unlaw­

:ful When they

"have operated or are likely to operate to the detricent



or against the interest of the public. 'tlhether con"" 
sumers t producers or others" 

It will thus be Seen that in Canada, just as in E~31and 

and .Aust.i.·al1tl~ the protection of.' the law ie given to tho Common- ~ I 

\'!ealth a~ a \'ihole and not mcrt?ly t~) c!meUmerE, as in the United 

states .. 

The fuct that the Canadian 1a:;; if: tbu~ interpreted is 

ehOVln in the proceoding£: l:rout:~ht ugainzt the '7innipog' Retail 
1 

Coal ::Jealorf: }\E1.:twiHtlon.. It wae eh[)vm in tout case that i..ne 

.L)u.rpose of maintaining the retail fri~es 0:;; coal, in ord.cr to 

d.ealer had S 0111 coal at less than the p.ci.;;c fi::~ed b;7 the Jk:; oc., ~ 

eU:iJPlies of cual • 

.As a result of the inveetigation mHdc in pUl'suance of' 

the Ca...YJ.udiEtn law, the iJG'l"CCmcnt illude by tho 1:1;'1;00. "'laG IJeclal"cd, 
2 

lawfttl upon the folloi'lin:; grou.nds" 

UHllving rcea.rd. to these abu.i:eE, whioh have been a real 

menace to the c081 trad.e t1l1d a Ine S . to prOdUO$l'S fur 

many yeil.l~E, one cun ecal"cely fine:: fault with tbe ef .... 

act! vi ties.. ~he small gain to tho sa wh 1eb bUP1)ened 

1. "A Co:ntruEt l1et";ccn tho l,nti ... tru1;t :r~a1:1~ of Poreign Countries 
a.no. of ·tbe Unito(; states It .. - The lhlllUls; Felix fl .. Levy,. 
Jallua.ry 19~;;O t 1'.. l~)iJ. 

2. Ibid. 
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1 
Mogul. Steamship CS-fHtu;J wherein a oombination 02 etearnsbip agenol@8 

was deolnred, lawful • 

. Au::trulln., on tho otho:c h;;l.nd. hal? a speoific ~ tntute t 

nt1fnely. HThe Auetl'alian Indru:tricf;; PreEoi."vution !~ct".. This law 

prohibits ElutE in restraint of trade ~nly \':hOll they threaten the 

e:::::t.stcnce of Aut;'traliltIl induE trio's " 
2 

The Australian etHtute contains the eXpl"GSS etu:tomonte 

to be roetl"aint$ of tl~ade onl:y- vlhen they nrc "to the detrimotl't of 

tho publieH 
11 or. \'111011 2uch acts are coml~li tted 

--" 

!lwith intent to d.ef2troy or injure by metins of Unfl.ll.r 

of prodacere" workerE and oonaumers". 

In HConcentration of American Induetry" Dr .. Laidler pro'" 

Eents us ~1ith a m':magraph wh ;,cb'l away :from Oth81' thinr;E~ o.l::closes 

thl.lt 2:l.tS seriotw a brc£,.ch haE been produced in the anti-trm?t; laws, 

While the ~:herrnan Aot still r:tands- on the Etutute b')oks 

Dr .. lJs-idIot· adduoee many oxamplN:' of mcmOI)oly and, near m():nop()l~/ 0 

The tnble bel or,; [dvc~ t.mly a rample of the. pL'evall ing' tendenc;/ .. 

I.. CompQr~c: on of }mti-trw:t Im7s" eti;. 11 the Imrtu12 11 1' .. 1299 
2.. Ibid,. P. 131. 
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In prepared foode " The General ]loods C01'p .. ; Quaker oats and Kal­

loga ooeupyan incT68.eil1g1y oOfJ1Land.inG pDsition; in dtdry p:cQ~ 

ducts,· Natlonl:ll.;)airy ana .I3oI*denl~ 000 regard their corapctltoX'E' with 

rHu~o:nable equ.uIliuity; in pt1:per. International Paper nnd Power can 

bid. iti.: rivalB Jump in the laIte; iIl clevato.('i;, l'tH.1iHtD:.nl·, fU.adture 

pretty. The chains nor/claim 2Oj~ of all l"(.:tail Eales f eif,ht bIllions 

In B orn@ 

fUl"G.1S, with due (; orpo:cnte ~et-up6 f . arc ~teud.il;y' 
Number or name 

Lo. d v til1cin,": .. 
Extent of 
a.ominution .of dominant UOr-gt2. 

I 
ron o:re " ..... " ..... U"S .. steel Oorp ...... "." ... .. 
beel ." ........... "." U .. :::. steel Corp" ...... " .... . 
Lokel ............... Int. l1ickcl Co ...... ;" ....... . 
Lumi:num ................... 41umlnum Co. of i\m" ..... " .. a .. 

plephone ......... ".. l\ril" Tel.. and Toleg'l't:lI)h .~ •• 
~legra:ph ........... Weet(l>rl1 Union .. -:, .............. .. 
ltomobile ........ " .. " J.iol"d. an.:.1 Gen .. :Jot!;;.:ee ....... .. 
il.rlour oar ....... Pullman Co ................ ~ .. ~ .. . 
~r .. llachineu'Y .... I.\?,t I> 'E.:;;cve~ter .. "' .......... "" .. 
~e~ 1f~n~~~~=y ~.~ ~.3 .. Shoe Uach. CD. $& .... " .. 

~w1ng I.1aCll1nea .... Sing~r Compuny .. It ............... .. 

~dio ... 1> ••• " .. 4 ••• 11a.dio Corp ................. .. 
~Br ....... ~ ..... o. Am. Sugar Ref .. Co~ .e.oo •• 

lthrac ita Coal to.. 8 COllipanieiJ ...... " ........ e 111 ....... 

~eel .. " .. $.......... 9 Coclpan1es ........... " .... "",, ... 
illphur .......... e.. .... 2 Companies 11 ................ ". 

Ll O.~ ••• OO.$ •••• 5 Companie2 •• a •• ' •••••••• 

;at racking .......... 2 Companicf:: ......................... . 
~ead o .. ~ .......... 4 Gompmlios •••••.•••••••• 
~gal'otte8 .......... :3 C')ffi1)unies ............... It ....... .. 

Lectl' ion1 l~quip... 2 Gor;1punie;; ............. eo ...... .. 

1 emioal ..... C , .. .. .... 3 C 1)urpa.:n1e Ie ........... ~ ......... . 
itches ••• e .......... 2 COiilIHJnief.: .4;" ............... "" 
lbber .................... 4 C ompHl1ieG ..................... " .. 
)vin'; r icturee ... ;{) U ompanic.H! ... " ................. .. 
riatlon ............. If 3 C o::lpunios .......... " ... 0 ..... .. 

~ectric J? ower .. ".. 4 Gr~Hlps " .. '" " .... .,. ............ I' .. " " 

lsurance ... " Q. • .... 10 Companies .. " ... "" ... " ... .. 
mking "It ... ,. ......... 1% of bankE (.; Ol1t.t."'ol ~ .. eo .. .. 

~ ~ 

50"'75~0U. Se Reserves 
40]0 liill C£ipaoi ty 
40jj World Res orvan 
r.loIJ,opoly of Bauxite Reeerves 
8Q-;'0 of tL. S. Service 
"15% of' U. 8 ~ .~ Servigs .• ~ .. 
755~ of U<)S .. PrQQxwtlon 
Vltual I~lonopoly 
50;:,'; of U1l~;''' Pl'odJ.wtloIl 
Virtuul llonopoly 
Domint!tcs Jield 
Dominatcl; Field. 
Dominate2 l'iald 
8o;~ of U.S. Tonnage 
80'~~ of l1il1 Capaoity 
Mast of Worlds Depo2its 
33';~ of U. S. Prod.uotion 
Over 50~ 01' U. S. ProJuci:lo:&1 
25% of u.s" Procluotion 
70% of u.s. Production 
Over 50;:' of U4::'. ?rodu.ction 
Domiriat'es Pield. 
Dominotee 1111e1u 
Dom:i.n:atez ;3'181d. 
Dominute~ 1?lo1d 
Domina.tee Field 
Domil'Ultes IPield 
66~ Insurance in force 
99)& Bee iJuroe~ 
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Dr. L~idler hus dooumented this sorry state of afialra 

with admirable industry and thorougbnese. It ia a juet and fit ... 

ting tombstone to an era which hal: pasee;:. Laissez-faire, at­

tacked by the bacolli· of mergere f interlockinG d.irect orates and. 

trade aSE ooiHtl:m€ t 1s at the point of death. and 1 t is ab out ti;~1(l 

we threw open the \07indowe and. called honestly for the (3orticitlu. 

Free competition in the alat siaal fanee is mo.:'ibund.. As exprel2sed 
I 

by stuart Chase, "let the merry mergers merge and the trade aeso .... 

eiations ory criminal. What .l1merican in(lustry needS above a.l1 elIH). 

[Jand, and an encl. t!) crucifying wastes and leakngee of free oom ... 

petition. The more promptly a given ind,uEtry ttcts a~ an intelligent 

unit instea~. of a mob of maniaos, the better I shall be pleUf.HHi ... 

And when it hal;; rati~nalized. iteelf, I Ehall be even more pleased 

if t lilts. the railroads f it is declared to be fJaffectJ~d with a pub .... 

lio interest!T anti ne~tly taken under the W111:3' of' the EPve:rnment ... 

One hund,red p~rcent mOnOI)oliee sh Quld hard.ly be permi tte:. togo 

their untram:.:;ele(l way, but perha.pE ull tlwt we ultimate consumers 

w~uld nec(~ t;:, do u del" the ciruumetal'lCeE w'Juld be to collect ex-

cess profi tp. u;,der the illC ome tax la.w. There, thank God., is a 

statute made of snr;wthing etouter than tif:sue paper.n 

The growinG C oTlCentratl on of' industry in Canad.a is ale!J 
2 

apparent. A few of the major ind.ustries are lieted 'bela"'l. (figures 

:relating to years 1928-29) 

1. .New Republio, Oot .. 14/31 ... P. 2:38 - nUergers Preferrecr' 
stuart Chase. 

2. Compiled by Prof. K.W. Taylol't :,:cEaeter Un.iversity •. 
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Iron and Stael -*- 573 plants bu.t 6 corp. oontrol .. 86 p.o. of cap .. 
Agr. Impl .. 62 ft n 2 n n 85 " " ff ............. • 
cotton Textiles 36 n r, 4 n " 81 n " '" ... .. 
Flour llilling 1325 n Jt 4 n u 78 !t . ff " ..... .. 
Meat Packing 74 " " 2 " !f '80 " tf " . -..... .. 
Ru.bber Goode 44 If vt 4 If n 80 " " n . " .. " " .. 
Paint & Varni8h 68 " n 3 » u 8-5 " n n 

" .. " Tobaoco 72- n n 2 n n 91 !! tf n 
• .- ..... 'Ii.e- •.•• it • 

Two per (le!lt of all ind.uetrial plants employ 'half the wage earners .. 

In I~l1g1and, the United statel:. Franco, Austria\> and many 

other uountries- <Hlrtele and. eimilnr ar.:enciHtions are forbidden 

by law. In some countrie(;. however, the eftnblishment of cartels 

has boen oocnsi onlally encouragod. by the::roVCI'l1ment it eelf, thl10ugb 

the formation 'of ,oGxtain compul:2ory cartel:;;" fA compulr; ory cartel 

was formed in the German potaSh ind:llstry in 1910, alld ~imilar oar-

tala were formed, in many brarlohes of il1d.ustry during the world war. 

A.compulsory cartel Vias organized by the Ita.lian Government in the 

Sioilian sulphur ind.uEtr;y in 1906, Md recently !?uuh cartels hnve 
1 

apPoiJ.red in many other Italian industries.. In a recent interview-' 

with Mussolini;: 1m!1 Ludwig disoloees the faot..;· ... Italyfs dictator 

favoure mergers Hl1cl cLlrtele to such a d.egree that he is seriously 

thinking of coc1pelllng snuh oombines as he Sees fit.. Suoh fJom'" 

pulsory c.urtels have al::o appeared in Tl.ueeia, ;:pain, and RUQiania. 

It 113 often preferred. thflt a speoial ad.ministrritive or ... 

gan should be c}'''cated, 6r bUl"'eau or a regie try for Oflrtels to main-

tuin tl general EuperviE ion of their pra0ticee., This is thou]ht 

neoessary beoause thec0 sr:s ociatiGn~ l)refer to operate u..'1dcr eo<.:rot 

arrang:mncnts. No euch ogonoy bne heon create:) in any l~ur')peaY'. 

1. The :Detroit 'i'imes. Jan. 1/33. 



6ountr7 except norway. It has been propose'· thnt a particular loga.1 

form should be presoribed. for all oartels f but this reforCl hal? n!)wh~re 

beG~ realized. In several oountl"'iee, particularly .in the united 

states ,there have been extensive public inveE t igat.i ons of' the pro"" 

blec of cartele and tru~tl3 (> Sieilar inveetigation~ W'e"t~O cOl1<lucted. 

in Gerliulny in 1,tU5-Qti and again in 1927. and in Austria in 1912 It 

The disoussion of Industrial ;:'::ntente~ wa.s very prominent 

at the World Economic Confe.:renoe. It Viae generally conceded that 

the probler.l of bandling oartels ·nationally and. internationally was 

very diff'icuJ.t but then a solution wao neoessary 6ince it was 

generally oonoeder! that the systeiil of onrtels Wtl:;, E DUIHl and a ae ... 

gret;ation of detrimental from useful cartels Wt:U! neoesi;nry. Th~ 

dev'Glopment of cartels 'vme reoognized. as a forward steg to 

rationalizatiDn in induetry and with this in view it was adopted 
. 1 

that an international executive be adopted to bandle this problem .. 

lIational cartels ehould be eur::.:crvient to international laws to 

al"feot a more jUEt di:;;tributio.n of mnrketc 0 The Conferenoe ite"'" 

oid.ed. thut it i~ almost i[2}JoEslble to have a legal international 

council to supervise Hnd regularize internati :mal ontentee, but 

did sU,t::sgest that thoee o!)ll"tries who were direotly affected by any 

single entente fbould w')rk in oollaborHtion for ti i!enel'ul rlltia113.l . 

good .• It was oxtremely advisable-to have !;;)me f~rr:l of ef:ieutive 

control. 

Combination elitJinatee duplioation and the extravagance 

of competition.. It, ht)wever, Eats UP. udal" presont conditi.ons., 

a selfish, grasping uncconecionnble d.esp~tiBm. The problem is to 

attain the benefits of the probleu without its evilE. :i!ihe snlutlon 

10 World. Econorni(j Conference, Vol .. 11. 



of tho.probl.em liee in evolving the means of preventing the dea"'" 

potlsm. That, in turn, rests upon the tlvoidance llf the spoils 

thereof. Under the pl"G::ent eylZtem the only aim of the persons in 

control of a monopoly is the greatest profit possible; the let:lst 

to be givcn v tho mOGi: to bo taken. Prevent the undue profit to 

those in control and the ~ olut! on is wo:rltel'l :)ut.,. 
1 

Mr. Copal Mintz offers a eolution us follows:-

"Compel Q very wide distributi on of tho s toulr of the 

monopoly (Jol'l1ol"ation by prohibitine any inai vidunl, or grDtlp 

of iu{li viduale from, either direotly or ind.1roctly, owning more 

than a preecribed I~mt:tll percentage of the 13 touk J and :from holding 

or exercising the 'voting power and other right~ and banef! ts of 

other th.all tbut peroentHge of the etock.. The percentage of the 

stook oDuId. be graduuted in inveree proportion to tbe magnitude 

of the entorpri£o. Set seide B eubst8ntiul proportiDD Df the 

:;tool: f'o1'" d.i&tl~ibution (by {;ale) among the empl~yeee, each to 

hold. a lit:!i ted number, Ii! g a:; to A~iv0 them a diroct interes t in, 

and a. moacure oft control 0:[' the n.f:fai:t~B of tho monopoly.. J.limi t 

the remuneration of officers und. porsJns ill ooutrol. Prohihit 

tbe cutting clown Ol~ waiver, by oontl"'act or Qtborwi~e. of the fl ... 

duoiary status and obligatiallE of the offioOI-B and directors to 

:bhe corporation. IV 

Suoh an arrangement would reEult in u more or less 

publio ovmersh1p of the ffi;-mopolies.. There is tID automatic ten-

dEmcy in that a.iraction to-day; more and moj."o people invel: t in 

corporate stocks and e eouri tiee and there ill' thereby e:f::f:ected a. 

more widospreacl dietribt.l.tion of (JOl'l')orate ovmorehlp. Ofcourso, 

Mr. Mintz sllggeste there flDUld be tlbusee:-

1.. Iifew Hepublio. "Trust Dusting" t Copal Iuintz, July 18/28'1 P. 288. 



nNQ matt0r what rerztrictione will be im]?oeedy, oorrupt 

i~dividuals will find. '[/aYE and. means of aggrandizing themE elves 

bayond the lawful limit:;.. The limitatIons upon tho extent of the 

stock ownership will be violated through f: ~me underhand method.e. 

The d.esie;ne. and echemingE of tho corrupt will be aided by the 

apathy of the r:took-owllin:3 public. Perfeotion iE not '0 be ex­

pected; the~eal"ch i.E not for perfcIJtlon, but for i':lprovemcnt"rl 

Dean l1allaee B. Donham of the Harvard. Graduate '3choo1 

of BusinesE l;dminletratlon, says in hie admirable book, "Buai"" 

ness Adrift", "The time has oomo. however 9 for a oomplete re'" 

appraiEul of the attitud.e toward oompetition 'whi(}h is expreeeed 

in the Sberman .Aot olld it£aroendmentl2' wi tb thcl.z' inter:pretutions. 

Great .mol1opolies wi th uno ontrolloc d.Ie creti on arc certainly dUl1f!or­

OUB and no democratiu society iE likely to allow them. lloverthe­

lese the dang-ere of unbridled fair· C oupeti ti on are j u~;t as grel'~t 

and unfortUnately If~ck the popular apl?€H'J.l inhorent in &nti-mono­

polistlc attacke. The neoe:.::sity :for some fIlcthad of making legl,:l.l 

agreements whioh cun stop £ellEcIa!::.? oomlletitian <"li th j.t~ threat 

to the stalJilit;! of eftHblidw,. induf:trial g'roups and. its shock­

ing economic wUE;tos is l)(H}oming more and mOl~e apULirent.. In. the 

OQurse of workin:~' out (my· i;;uch reapprait:al j leg'h:latlon/ will be 

ee~:: ential .. H 

The Ar:1cricun Bar Ae:~o0iati::m has urgec! in two suooessive 

yoal~e that the anti-trust lam:: :!hGuld. bo amendod: 

1.. :By veeting in anadmini£'trutlvc agenoy power to app::'ove 

in advance restraint of traa,e (}ontraote voluntarily Eubmitted f and 

2. By granting immruii ty to the pHrtiof thereto for aote done 

in·purSllal;lCc thel·eo:f.' during exit: tcnoe rlf lJ uoh u. proval. 



1 , 
Tl:te committee on Oommerae. which advooated t~ese re- . 

tlommendatlons 1 pointed out that to confer S'pe~ial authority up .... 

. on a body of men who in the 60U1'se of time would become experts 

ion the intricacies of' trade relatione, wou.ld notaonetltute a 

raitloal ohD;nge in the Sherman Law and, would "give relief from the 

fears and, uncertainties whicb the present methode of enforoement 

have imposed upon the bUSiness world". It wa~ stated that the 

pra::ont practloes of the government hinders bueineas men from 

entering into lawful oontracts tend.ing to restrain trad.$ be-

oauee of the,fear that such agreements ultimately might be held to 

be illegal. 
2 

Mr. worrn~ar gives us an idea of the Jommittee body • 

. "Suah a .oomiJlss1on should \f' eou.ree be ohosen without 

regard to politics, if that be lI0f:;sible. It sh3uld oontain at 

least ane reprei:entative from labour, one repre~entative of' capital. 

one representative of the philosophioal and. ecollomic thought of 

the univcr.£itioE, ono lawyor and :me [;1En~uhant familiar with the 

oustoma of industl'Y. Five members should prove ample, provHt..ed 

the body was permitted to enlarge itl;olf by the employment af 

6:4l>erte in dealing tilth the probleme of any parti0ular ina us t:.cy. 

Too large a C omtlit: sion clight pj.'ove Ul1V'lield;y, and there w;)Uld 1)0 

danger that its members r.1ight be ubosen wi thout t.'ufficient dis-

orimination. The enlal"ies of such connissiancl"s 1:11':)u1c1 be not 

leas than thC::H?e paid to federal appoInte ju.d~!EH;.. To urge that 

such a commission would plunge tho government int;> bus inest! h~ 

sheer nonsense, :far it is bueinesE men who are urging that the 

1.. Wormser"" l!'l"ankens to_in Ino arp 'Jra ted.1f 
"" P.. 221. 

2. Ibid'" l'. 2239 
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C hap t e r VIll.

ConcltlSIon

Price oo~ctitl~n is deemc eQ dceiratle tbat anti­

trtWt legiEluti~n iE aimed principally at its prcecrT&tion. and

courts from time to time portray ite beneficient tendencies.
1

Nevertheless the Fe~,eral and most Etatc legi(laturc~ prohibit

some form of prioo uuttine involvinf':' alf(Jrim)n~;tLm. and the

courts co~demn price comfctition indicative of i~tentian to

hibited by legiS'l~tiDn und while generally accepted by the
2

oourts it is oonc~mned when it is belioved to be if;~clled by

wrong lDotivce.

However within recent yeare the anti-truet laws Jf

ecveral lJighly 1nGUftrialized c~untrloe have gone under con-

eideruble censure.

President Hoo~evelt htiE suggeeted to business leaders

a trade wcercby the anti-tr~~t la~~ ~~uld be c?difie' in return
3

for a eix hour U.D~/ ~nd .;."ivc day -.7eek a i:='Teewent •

Bueine~l Don ore talkinB it ~ver. ~hey want anti-

trust mouificati~ll badl,:,'. worfe than ever bo,l',re. The prOIj:)Esl

is deoidedly ut~raotive. The prioe. at fl~t in2peotion. docs

n~t :=eem e;>~c..:eivD. It is th~roughly apprcoiatocl aleJ that if

tbis ie a obance 10r oodification it is the only ~ne. Any casual

1. Clayton Aot 1914. 2e~tiDn 2.
2. U.S. v Quaker Oats Ca., 2~ Fed. 606i U.S. v Amari~an Tobacco

Co., 221 U.S. 106.
~. Business Ueek. Feb. IG/3~, F. 3.

•



82.

CBnT8es of senatore ylelde c?nvlncln~ proof, that if a revi~lan

Df antI-truet 18~2 were t~ be ~ut thrJugb the next eeesion. the

reenlt w~uld be ~trlcter la~ ~ot more lenIent. Unleee the pro­

pDenl bargain if ~truck.

Tho ovolution of eoonomio l100trmee and pr3~tloee is

slowly but Ell.l"ely c;:t."r.min,.? ue nearer to a ~Jare rational ooonJrnio

policy. !ntcrnati J!'_alh'~, thonj1 in i t:= infnnoy,. iE' t}QinirlB'

speed, etrido for etrloe ~lth ~oonomio navanoe. Uni~rtunntoly.

the wurld epsEmaoioal1y e}~orlencce cycliosl rp.ce~~ione, and

there eVJlvee 0 :r.J.urry l)f eoon:'Jrnlc natirmallem. TarlUe SlH"1ng

up llnd the In~1iv::.G URI EtHt~E try to outd ~ e:<...:11 :lther to beo:>me

ee1f t:u::tainiH:_ DevuEtlltin~ e:"perlenoee ~!) not f:eem t'J bp.nefit

thoEe portic.:i1.~lltl.n? llutiJnE, ever crrowinl! in eo')n~mic etntue.

and en~h euuoeec1 In,; u./cle becomes W'JrE ethan th e )n8 prp.~e~ir.;{~.

It 1s really ,0 gueE'tlon \"ih~ther rnti~nalizati~n 'J':'"ill

ever resl,,;h tl'ie sf-v ~e T rh€'re the world v/ill be llrJ.:cd ae 8 univcrl2 al

br~therhood, WhCl"O :>ne nati~!1 ;-:il1 trfJ.fJe and oQoperste with

another 1n mutual o03peration un:J 6: vuntnf~e. That l:tn~e I;'\U~t be

'hlilt up ete. b~' t=te~l; the fpirit murt take r10t in ~a.;b nation

firet.

COL'lpC't it i. D:i.1, fie nn orr~anizin'. et imul'<lt in: und ref'trainln8'

f~rce bilE ceured tJ operate 'Jvcr l,;':lllc iderable eO:Jn:lc10 ar082; and

over other large tiroae ~pcrateE in a hesitating and intermit;ant

manner. The lr.:ca if to t.;et ~,ntrol ~atlE:f ctory to all tne for(Jo~

of econoaic co~iety. It doee seec ehameful thvt in ~u(Jh a prJ­

greEeiTc a3e llf! t:· is. ~:n r:3'e ti:ot ~ffr'r:: ue comf'Jr'ts and luxuries

never before he&rd ~~, eh~uld be ~o deoeased with gcr~~ of eoonomi~

dieor6er. ~ol,;lcty at ~rge ~emandE a s~lution. Wh) oan :lve it to

them!

•



1 
Mr. Ordway Tead offers several prQpn~itions: 

(l} The free and unregulated rigbt of indivld.uals and cor­

pOl~atl one to set up in bur: mesa wi thOllt rc:=pect to exiE tingfa, .... 

o11itiee t'J suPV1y ~imil;'r irOode or services must be regulated 

in the public interot:t. It should be reungnized, however, that 

thie IJrinc 11>le huG' to be' tempered to allow for the e:'pcrimental 

develoDffient of new induetrief: with new lL1tected lir~dt:tots to meet 

new d.~mand.c anil. desires. 

(2) Also. corpo:-catiol1f! doing nn intei'etete L.n:in~es have 

beoome so domi!1Hnt un instrument of economIc enterprise that in 

and of ac<;ouLtabl1it;v for results and. tlliJW S9c:.t:city iEeu.es, Home 

ete.n(l:p 'J int .. 

(5) The princlpl:e of l'epreBentati on of (ii:f:fcront interacts, 

ie valid ~l,nd reguJ.rcz furtbol* and ey,pllcit ap licati'ln in 

economic affairE. The tl.-'Jublo wtth ;}'r::lup repre2cntatlon as now 

coneumCX'E, and. f; Q J: orth 9 is n')t the :faut of Jl:gt:lnized eff ort $ 

It is the favt ~f udcl' covor ef, orts to lEe<;nll"e r:];leoit.il privileges 

vlitbout the cheuk!; ()f a fran};;: bnla.i'1ld.n:: Di' clcdm: with the oth)r 

life, but :f't1.r mQre; but it mUBt be in the open nnd mUEt c,)!lsciGusly 

bring together If all rr the grou.p~ c.: ol'lccr:rlcd. i1'l th(~ ~!.ffHh·f: under con-

.1. The Annale $ l1VJhat is a Democratic 1l.ppl.~oacb to :;:;:conomic Pro­
bleme". }}fro Ordwa.y Tead, Jarl ... 133, P. 101. 
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(4) In the speolf1c oonduct of induetriee and corporations 

'chemselvee, we should, in pursuance :if d.emocra.tio ends. utilize 

the eame principle of repl~ceentatlol1 of different Intere~ t£:,. But 

also we sh'Julci go fu.,cther and create situutions in which the 

working B tu:ff bee ome in faot partners 1l'1 the el1terp,£'i;;.e. This is " 

required in tho interest :>f high output no less than 1)£ d,emocl'f!,tic 

intention", The mat:ter-and .... servant relat1.o:n:;hip may o...;oasionally; 

undeT. ctJJ;"'cful reEtrioti::ms t be democratically c'JrHluctei. Bltt to 

have the mtu:ter-and-:::ervant status the only <:hura(;teri~tic one in 

lndustl."Y i::: a,aIlgcl'oue from the 1 01l;}'''' rang'c (Ic(J1aoJ:atic ~tal1ayQint ~ 

~ile:te iEt 0:1 cOtll~'"e, 110 ca~;; i:JX'mula to ap}}l;y here. But we are 

C oGlmi tted ·to the building- up S :'Hllehow 01' meth 0,:, lJ e ') that the re~ 

they \',1'01'1); ~hnl1 UO mo:l,.'c aoo:pcr.a~tive iind -eseentii:.tll;y· of a p.!,'lrtnol" • 

. ship character .. 

ThiS' a,nee not neoes~ul"'ily imply em~ployeo olection of 

foremen or ffinnagcre, a;(' r(;;L'Cl"'Cndu by em:ployee13 on illl kin(1f: of 

teohnical 0;;:" stn:t':f }}l'Gblomc" But it [toe:.; iml~ly that tbe leglti~ 

m~,te inter€H:t~ of' nIl the y-:"orkers involved ;):"OCCiV0 autive con .... 

sideratlon in the detcrrJinution Df J,:JliuicE relevant to their-;;ell' 

being$- It alEo im:ulics that with !;1, little ir:mginntiol1 V,'O cnn ao.fiJ)t 

t;he CO'::'I)Oratc fl:901 tG r'pl.lbllc't u~e~ in ;;u.cb a ,yuy as to retain 

:3 tandard~ 'Ji' ei'iiuiont ol;c:cnt ion ann v igJrou.:: oxc<.m:tive lead.arahi}) 

wi thout tbe one:rvuting rCEul t' of lHll'0~Hwratic l"!Ju.tineering .. 

And there is one final prop oe i ti an '{fh 10h oannot be longer 

ignored. 



(51 Since mal1Y {:;conomic f~suef; ramify in vital ,,"ays into 

to take our place t1.f~;·irmativcly as a. nation in all int0:;-:-natinnal 

oonclaves where p~~litiGtll or ec:m:Jmio issues '!Nhioll are "b::nm(,l to 

'being c')u2ide:reo f l'he eoonomio un! t to-clay ii: flm.::1tlmel1tally tho 
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